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By HENRY I. HARRIMAN, President, Chamber of Commerce of the United States 
Made Before the Washington, D. C., Board of Trade, March 15, 1935 
ANY years ago, Oliver Wendell Holmes, the dis- whether it has succeeded or failed, and where we are headed. 
tinguished father of an equally distinguished son, Are times really better, and is business really on its 
was asked to name his price for delivering an way out? Is business improvement merely the result of 
address. He replied that, if he might choose the subject, government spending? Is the pump being primed, or are 


the charge would be fifty dollars. If the committee selected 
the topic, the charge would be one hundred and fifty dollars 
—but, in any event, the talk would be the same! 

The delightful combination of wit and wisdom that 
characterized the poet of Boston was the heritage of his 
able son. Shortly after my election to the presidency of 
the Chamber, [ called on Justice Holmes and, during the 
course of the conversation, he remarked, “Harriman, I un- 
derstand you are not a Conservative, as the term is generally 
understood. It was considered most surprising that I, a 
Liberal, should be appointed to the Supreme Court. I am 
sure that it was nothing less than a miracle that you have 
been elected president of the Chamber of Commerce of the 
United States.” And then, in a half quizzical way, he said, 
“I define a Liberal as a man who recognizes that growth 
is the law of life.” 

A great citizen, a great scholar, a great jurist, and a 
great wit, Justice Holmes has left an indelible imprint upon 
the pages of our history. 

At this time, when clear thinking is so much needed 
upon the intricate problems of life, | am going to quote a 
few paragraphs from an address which Justice Holmes de- 
livered to the senior class at Harvard, more than thirty-five 


Said he: 


“Your education begins when you, yourself, have 
begun to work upon the raw materials for results which 
you do not see, can not predict, and which may be long 
in coming—when you take the problems which life offers 
you for your appointed task. No man has earned the 
right to claim intellectual achievement until he has learned 
to lay his course by a star which he has never seen—to 
dig by the divining rod for springs which he may never 
reach. 

“In saying this, I point to that which will make your 
thinking and your lite heroic. Thus only can you gain the 
secret joy of the accurate thinker who knows that, one 
hundred years after he is dead and forgotten, men who 
have never heard of him will be moving in the measure of 
his thought.” 


years ago. 


In the spirit of this great Justice of our Supreme Court, 
we of this day and generation owe it to ourselves and to our 
country to think clearly and then, as he says, to live hero- 
ically, in consonance with our convictions. 

Two years of the present Administration have passed 
into history. The New Deal has had many months of trial. 
It has been frankly experimental. It has tried many devices, 
and it is fitting that we should review its activities, and ask 


we pouring water into a dry well? Is government in busi- 
ness to stay? Is individual initiative to continue to be a 
dominant factor in our future economic life? Is the Presi- 
dent gaining or losing in the estimation of the nation? 
Finally, has the President shown definite and abiding 
objectives? 

These and many other questions crowd our thoughts. 
I shall not attempt to answer them fully but, as a reporter, 
to indicate certain facts which seem to me clear. 

First, as to business trends: The great depression be- 
gan with the stock market collapse of ’29. It reached its 
depth in this country early in ’33. Since then, the trend 
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of business and industry has been slowly but steadily up- 
ward. In March, ’33, the number of the unemployed was 
between twelve and thirteen millions. At the beginning of 
’34, it was about nine millions, and, at the opening of the 
present year, about seven millions. This indicates a steady 
and healthy increase in employment, but it also leaves no 
doubt of the seriousness of unemployment at the present 
time. 

The normal income of agriculture is estimated to be 
about nine billions of dollars. In ’32, it fell to less than 
five billions. It rose half a billion in ’33, and more than a 
billion in "34. This means much to the nation. 

Again, the returns to investors in the form of dividends 
substantially increased in 1934. More than six hundred 
corporations increased their dividends in that year, the total 
increase for the corporations of the country being over $400,- 
000,000. Last year, our exports increased more than 32%, 
and our imports 15% over that of the preceding year. The 
automobile industry showed a gain of 11%. Other pro- 
duction gains were: cement, 23% ; the meat industry, 16% ; 
lead, 15% ; zinc, 11%; cigarettes, 10%; and coal, 8%. 

Finally, the jindex number of business activity rose 
during the year 1934 from 73 to 85. 

But, interesting as are these statistics, of even more 
vital import is the question of business psychology and its 
confidence in the future. Time itself is fighting for better 
times. It has been so in every great depression of the past 
and, in my belief, it will be so in this one. 

Great depressions inevitably pass through definite phases 
of readjustment. First, there is a period, lasting for several 
years, during which prices fall, unemployment increases, and 
there is a general readjustment of economic conditions. This 
is followed by a slight increase in business, particularly in 
the purchase of consumer goods, such as food, clothing, and 
shoes. Finally, as employment and earnings increase, the 
impounded demand for durable goods is evidenced by in- 
creased construction, increased expenditures for rehabilita- 
tion of plants, and increased building of homes. In the de- 
pressions of ’73 and '93, there was a period of five or six 
years between the advent of the depression and the real 
demand for durable goods, which always indicates the end 
of hard times. 

It would indeed be dangerous to prophesy the exact 
time of the final upswing in this depression, but I believe 
there is distinct evidence that the demand for durable goods 
will become marked during the present calendar year, if not 
stopped by unwise legislation. 

The stability and progress of industry, in my judgment, 
depend largely upon the degree of cooperation which can 
be established between the government and the leaders of 
business, agriculture, and labor. This necessarily involves 
agreement on measures of legislative action and upon 
methods of administration. The country at large is now 
vitally concerned with policies that will bring an immediate 
acceleration of business, with a consequent further increase 
in employment. 

Is government to have a closer association with busi- 
ness and are we trending toward a greater degree of gov- 
ernment regulation of business? Much as I may regret it, 
my fear is that we are. The peal. of untrammeled business 
was reached in 1913. Up to that time the direct interfer- 
ence of government in business was relatively slight and such 


regulation as existed was moderate in character. The Great 
War and the greatly increased complexity of our industrial 
life, due to the introduction of power, of labor saving inven- 
tions, and of mass production, have more and more brought 
government into the realm heretofore occupied solely by 
business. 

During the war it was necessary to organize the entire 
nation as a war machine. Our fighting men at the front, 
our workmen in the factories, our citizens employed in 
transportation, and our producers of farm products and raw 
materials, were all correlated under government manage- 
ment into a huge machine for the winning of the war. 
When the war was over, an honest attempt was made to 
establish pre-war industrial conditions, but it is always easy 
for the government to take on power, and it is always hard 
for it to give it up. While we returned the railroads to 
private management, we increased the degree of regulation 
over them. Government aid was given to put back to work 
those who had been on the fighting front, and to restore 
industry to its normal course of production. 

Then, too, the decade following the war witnessed a 
marvelous increase in the use of power. Large-scale pro- 
duction became the rule rather than the exception. Tech- 
nological advance was probably more rapid than at any other 
decade in our history. All this meant more goods and more 
wealth, but it also meant more complexities, and it in- 
evitably brought more control. 

The business collapse came in '29 and in the years 
therafter the government has stepped in to aid industry 
and the railroads, to save homes:and farms from fore- 
closure, to regulate our banks, our investments, and our 
raw products, and, under NRA and AAA, to exercise a 
strong measure of control over both industry and agricul- 
ture. We may indeed long for the simpler life that pre- 
ceded the Great War, but we can no more turn back the 
tides of economic and social movement than we can the 
tides of the sea; and I think, as business men, we are not 
foresighted if we do not realize that the inter-relation be- 
tween government and business will be clearer in the future 
than it has been in the past. The age of power has made 
impossible any reversion of either industry or government 
to the simple forms of a century ago, and the problem of 
this generation is the problem of determining wisely the 
direction and the degree of government relations to business 
and industry. 

Proper interest of government in business does not, in 
my judgment, necessarily imply the passing of individual 
initiative. It should never mean the dead level of socialism 
or communism. It should never mean equality in the di- 
vision of goods and services. Proper cooperation between 
business and government can mean such an organization of 
our economic life that the population of the country shall 
enjoy a standard of living which as is well known we have 
the man-power, the natural resources, and the ability to 
achieve. In this situation, what is the right attitude for 
business men to take? As Justice Holmes said: 


“We must recognize that growth is the law of life, 
and that change is as inevitable as the rise and fall of the 
tides.” 


Business has a grave responsibility. It is its duty to 
study our national problems and to advise government as 
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to what it believes to be sound. It has an obligation to 
oppose unsound proposals. It must not accept any nostrums 


offered. It must not kow-tow to the whim of the dema- 
gogue. It must examine constructively all important meas- 
ures. Above all things, it must be sympathetic with the 


fundamental idea tliat science and the machine have brought 
us to the threshold of much better conditions, and that our 
combined task is now to open the door. 

The question is frequently asked, “Is the President gain- 
ing or losing ground in the estimation of the nation?” In 
the last two years I have crossed the continent many times. 
I have visited many sections and have talked with people in 
all walks of life—the man on the park bench, the taxi-cab 
driver, the clerk in the store, the man who has a job at the 
factory, and his big boss at the roll-top desk—and as a re- 
porter I can say that, up to the fall elections of 1934, the 
President had fully maintained his remarkable popularity 
with all classes of our people. They admired his daring, his 
courage, his confidence. They were charmed by his radio 
addresses, and his smile became the symbol of better times 
soon to be with us. 

For the last four months, however, the story has been 
somewhat different. The people still admire the President 
and want to have faith in his policies, but they also want 
jobs. Some blame the last Administration for the bitter days 
of ’30, ’31, and ’32. Now, they are beginning to wonder 
whether the New Deal measures will give them work and 
the comforts of life. They see from seven to ten million 
men still out of work, and they see a sixth of the population 
dependent upon the dole for support. They are asking 
whether this should be so after two years of almost absolute 
power. Many are beginning to listen to the soothsayers 
and to quack doctors of the body politic, not with enthusiasm, 
but because they are told that neither of the old parties has 
the ability to solve the problems of the day. The oracles are 
speaking in Delphic terms, and the people are interpreting 
these new sayings in the light of their wishes. Give them 
work and wages and the gas bombs of the demagogues and 
the mirages of the soothsayers will be as harmless as the 
puff balls and the thistledown of the fields. 

The final question is whether the President has a defi- 
nite objective. My own conviction, based entirely upon per- 
sonal observation, is that he has a very definite aim. It may 
be expressed by the two words, “personal security” for the 
population. This, you will agree with me, is a very broad 
aim. It comprehends security of investments, security for 
bank deposits, security in the price level, security for chil- 
dren, security against the sweat shop and ruthless exploita- 
tion of labor, and security against the vicissitudes of life— 
unemployment, old age, sickness and accident. 

Ultimately, all of the measures that have been enacted 
or proposed by the Administration are directed to one or 
another phase of personal security. We may not be in ac- 
cord as to many of the steps taken to achieve this purpose; 
objections may be justly brought against this or that measure, 
devised to contribute to its accomplishment; but in all fair- 
ness we must admit an idealism in the President’s purpose, 
and must subscribe to his conviction of a need for greater eco- 
nomic and social security. 

May I outline the position of the Chamber of Com- 
merce of the United States on some of these measures to 





enhance economic security which have passed, or which are 
now pending in the Halls of Congress? 

In general, business men approve of much of the emer- 
gency measures which were passed to stem the depression 
and to prevent more drastic liquidation of property. The 
work of the Reconstruction Finance Corporation, of the 
Home Owners’ Loan Corporation, of the Farm Loan Cor- 
poration, the appropriations for direct aid to the unem- 
ployed, and for the Civilian Conservation Corps are, in 
general, approved. I believe they have done much good, and 
that they are being administered with sympathy. 

One of the most important emergency measures passed 
in 1933 was the National Recovery Act—a measure de- 
signed to remove many of the ruthless elements from com- 
petition, to better the relations between employer and em- 
ployee, and by a just regulation of the hours of labor to in- 
crease employment. 

In my judgment the name of the act was unfortunate. 
It was not so much an act for recovery from the depres- 
sion as one for the betterment of conditions under which 
business and industry is carried on. ‘Too much was ex- 
pected of it. Too much was attempted under its provi- 
sions. Its development should have been gradual. It 
should have been applied, first, to those large industries 
which are truly interstate and which constitute our fun- 
damental industries. Experience should have been our 
teacher and our guide. But the policy adopted in the en- 
thusiasm of the moment was one of codifying the entire 
nation, and of bringing under the wings of the Blue Eagle 
industries both large and small, both interstate and intra- 
state. We can admire the courage with which the Act 
was administered and the brilliancy of its execution, but 
we cannot be surprised that so gigantic an experiment worked 
both good and evil, and was applauded by some and de- 
rided by others. 

It is my conviction that the scope of the Act should 
be definitely limited to those large industries which are 
truly interstate, and which can be policed. The Eighteenth 
Amendment taught us the difficulties of attempting to 
enforce an act which affected a large and hostile minority. 
We have had a similar experience with those codes which 
affected and restricted thousands of small concerns—particu- 
larly the codes which attempted, by minute stipulation of 
trade practices, to correct in a day the bad business practices 
which had grown up through the years. 

My faith in the basic principles of the NRA is un- 
shaken, and I believe it would be a calamity to let the Act 
expire on the 16th of next June; but I also believe a new 
act should have very definite limitations. 

The National Chamber has spoken through referendum 
on this matter. It does not favor a continuance of the 
present act or a continuance of some of the policies under 
which is was administered. An overwhelming majority of 
its membership has, however, voted that a new emergency 
act should replace the present law. ‘They feel the new act 
should apply only to those industries which are clearly inter- 
state or which definitely affect interstate commerce; that 
codes of fair competition should be the result of mutual 
agreement between the industry and the President ; and that 
codes should not be imposed or amended by government 
action. 
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Our membership further asserts that industry should 
have the right to withdraw from a code which it has vol- 
untarily accepted, and that like power should lie with the 
President to terminate a code if he thinks it is no longer 
in the public interest. 

Finally, the Chamber believes that the new act should 
not be a permanent measure, but should give opportunity 
for trial, for a further period of one or two years, of the 
regulation of industry through codes of fair competition. 

There is a wide divergence of view in industry as to 
whether power should lie with the President to impose 
limited codes, covering child labor, minimum wages and 
maximum hours, if the industry in question’ does not pre- 
sent a code, and if he finds that evils are arising which 
make the imposition of such a limited code desirable. Many 
of our members who are opposed to the imposition of broad 
codes agree that there may be reason for imposing codes 
within these limitations. 

It is further felt that the new act should be written 
with civil rather than criminal liabilities, that violations 
of code provisions should be governed by injunctive re- 
lief, and that criminal procedure should be confined to those 
offenders who knowingly falsify statistical data or make 
statements with intent to mislead the government. 

The present act has been challenged as unconstitutional 
in many of its provisions, and one strong reason for pre- 
ferring an act for a limited period to a permanent act is 
that, before a definite long-time policy is adopted, the Su- 
preme Court should have passed upon its fundamentals. 

A Thirty-Hour Week Bill is being advocated by the 
American Federation of Labor, and is pending in Congress. 
Any fixed system of hours can but bring disaster. The 
codes offer means for flexible adjustment of hours in rela- 
tion to work. In my judgment the thirty-hour bill would 
result in an increase in prices of from 20% to 25% which, 
in turn, would result in decreased consumption and conse- 
quent unemployment. What America needs is more produc- 
tion not less production; more wealth, and not more poverty. 

The Chamber is likewise opposed to many features of 
the Wagner disputes act. Any attempt to bar any form 
of honestly organized labor group from the provisions of 
collective bargaining, or to bar minorities from the privi- 
lege of conferring with their employers upon terms of work, 
is un-American and in every way undesirable. The Cham- 
ber holds it to be essential that employees, untrammeled or 
uncoerced by any party, shall have the right to organize 
in such way as they desire for the purposes of collective 
bargaining, and that if any individual prefers to bargain 
individually, that is his inalienable right as an American 
citizen. 

The Agricultural Adjustment Act was passed in the 
spring of 1933, as a companion measure to the National 
Recovery Act. During the great war, thirty million acres 
of prairie land were ploughed up and added to our tillable 
area, in order that we might feed our own people and our 
allies. When the war ended, this left us with an agricul- 
tural area, which could produce far more than we could 
consume at home. Foreign markets were accordingly essen- 
tial and, for a time, they were obtained through loans which 
our bankers extended to foreign nations, in order that they 
might pay for importations from America. 


But this policy could not continue indefinitely. In the 
long run, imports and exports of goods and services must 
balance, and under our tariff policy this balancing by 
heavily increased imports was impossible. Therefore, ex- 
ports of agricultural products gradually dropped; surpluses 
of basic commodities grew unwieldly, and prices of staple 
crops fell to disastrous levels. In ’32, wheat sold at 25c a 
bushel, corn at 10 c a bushel, and cotton at 5c a pound at 
many a farm. 

Because of these prices, the total agricultural income 
of the nation fell from approximately nine billion to less 
than five billion dollars a year. Rural schools were closed; 
taxes were not paid, mortgages were foreclosed, and our 
farm population became, for the time being, almost in the 
class of peasants, living off the soil, but without any sub- 
stantial purchasing power. This was bad for the farmer; it 
was equally disastrous to the workman in our cities, who 
normally made the goods which the farm population bought. 
Indeed, it is estimated that the fall in the purchasing power 
of the agricultural group threw between three and four mil- 
lion men out of work in our factories. 

The basic need was obvious. In some way, unman- 
ageable surpluses must be decreased, and farm prices re- 
stored to normal. As extensive exports were impossible, 
the alternative accepted was the temporary reduction of 
staple crops and, to accomplish this end, the Agricultural 
Adjustment Act provided for the payment of bonuses to 
farmers who would voluntarily agree to reduce their pro- 
duction. The funds for the payment of these bonuses were 
obtained from processing taxes on the farm products af- 
fected. 

As an emergency measure, the Act has met with a 
considerable measure of success. It has been well adminis- 
tered, and the farm population has cooperated to a remark- 
able degree. 

The time has now come when we must reconsider the 
Act with a view to permanent legislation. 

I do not believe that the American farmer will consent 
to go back to the old non-cooperative order, and again 
suffer from those disastrous agricultural prices which were 
so largely responsible for the depression. 

First, and primarily, we must see what can be done to 
foster exportation of farm products, and particularly cotton. 
Less than half of the cotton raised by the South is used in 
the: home market. The balance is exported and, if we 
should permanently lose our exports of cotton, hundreds of 
thousands of farmers in the South would automatically go 
on relief. Failure to export cotton is due to the mainte- 
nance of a domestic price which is higher than the world 
price, and I would suggest that we examine the possibilities 
of paying a parity bonus on the portion of the cotton crop 
which is used domestically and permit, with some regulation, 
the exportation of the balance of the crop at world prices. 
If the southern cotton farmers receive parity prices for do- 
mestic cotton, they can well afford to get a world price for 
the balance of their crops. 

This nation has a great stake not only in the cotton 
farmer but in the cotton mill. Today, approximately ninety 
per cent of the cotton mills of the country are running in 
the red, due quite largely to the extraordinary importations 
of Japanese cotton cloth at extremely low prices. Within 
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the first two months of the present year over 24,000,000 
yards of cloth were imported from Japan, more indeed than 
was received in the entire year of 1934. Ordinarily, I do 
not believe in quotas but the situation is so serious that I 
feel that a quota should be placed upon the importation of 
cotton cloth from Japan. If it is not done, very many of our 
mills may be forced to close down and throw thousands of 
workers out of jobs both in the South and in New England. 
It is our primary duty to maintain our standard of living 
and we cannot do so in the textile field if our workers are 
compelled to compete with workers in Japan who receive 
less than twenty-five cents a day. This situation is serious 
and needs immediate attention. 

In the second place, I believe we should review our 
farm commodity taxes and see whether they cannot be spread 
over a larger group of articles, instead of being imposed on 
the processing of a few commodities. 

Finally, I hope that pending legislation granting drastic 
licensing power to the Secretary of Agriculture be not 
Cannot all the needed ends be reached with much 
less drastic provisions? 


enacted. 


There are great possibilities for agriculture in the rais- 
ing of new or relatively new crops of which the soy bean 
is an excellent example. I am told there are over a hun- 
dred uses for the soy bean and that many hundreds of thou- 
sands if not millions of acres might be planted to them 
with benefit to the American farmer. Then, too, there are 
possibilities of raising crops from which the vegetable oils 
which we now import can be produced. Finally, there are 
possibilities in development of crops for non-food purposes. 
More and more, chemistry is opening up this field. These 
suggestions all deal with the expansion rather than the con- 
traction of our productive acres, a result much to be desired. 


The National Recovery Act and the Agricultural Ad- 
justment Act have been extraordinarily daring experiments 
in the regulation of industry and agriculture. They have 
had their brilliant successes and their marked failures. In 
one form or another, they will, I believe, become a perma- 
nent part of our economic policy, and I urge their recon- 
sideration with critical sympathy, in order that the much 
that is good may be preserved, and the portion that is bad 
eliminated. 


Many of our ablest business men are justly disturbed 
at the ever-growing size of our national debt, and our 
failure to balance the budget. At the beginning of the 
World War, we were substantially without national debt. 
During the two years of the war, our expenditures rose to 
forty billions of dollars, of which thirteen billions were raised 
by taxes, and twenty-seven billions by the sale of bonds. In 
the next ten years of prevailing prosperity the national debt 
was lowered to between sixteen and seventeen billions of dol- 
lars. Then came the depression and, by March °33, when 
the present Administration took office, the national debt was 
just under twenty-one billions of dollars. From that point 


it has risen to approximately twenty-eight billion, five hun- 
dred million dollars, but against this there are assets in the 
form of collateral loans amounting to over two and a half 
billion dollars, leaving the net increase of the national debt, 
since the President took office, about five billion of dollars. 

The President had earlier said that he hoped to bring 





about a balanced budget in the fiscal year ending June 30, 
1936. He now forecasts a deficit for that year of four bil- 
lion dollars. That is indeed disturbing. As, however, I 
examine the budget, I am forced to the belief that the actual 
deficit may well be less than that estimated in the budget. 
Let us remember that the President indicated a deficit of 
nine billions of dollars for the two year period from July 
1933 to July 1935. Actually the deficit for this period will 
not exceed seven billion dollars. With any real revival of 
business the receipts of the federal government may well 
exceed the budget estimates, and its expenditures for relief 
may well be substantially under the President’s estimate of 
four billion dollars. 


The balancing of the budget at the earliest possible date 
is essential. Such a balance will provide confidence, stimulate 
private initiative, increase opportunities for private employ- 
ment, and banish the fear of inflation. I earnestly hope that 
the budget for the year 1935-1936 will not be out of bal- 
ance as much as prophesied, and that we may have a bal- 
anced budget in the succeeding years. 

The chief controversy with respect to the budget cen- 
ters around the question of whether relief for the unem- 
ployed shall be given in the form of a dole, which will cost 
less, or of work relief, which will be more expensive. It will 
always be necessary to give direct relief to many who are 
in need. “Twenty per cent of those who are now on relief 
rolls are under 16 years of age, and there are many others 
who, because of old age or infirmity, cannot be given work 
relief. A committee of the Chamber has given careful study 
to this problem and it favors combined direct and work re- 
lief, the latter, however, to be given under certain very 
definite principles and limitations, as follows: 


First. That relief is primarily the responsibility of the 
states, local governments and private charity, and that the 
federal government should aid only when absolute necessity 
is demonstrated. 


Second. That relief projects should be projects that 
have a recognized governmental purpose and should definitely 
promote the public welfare or add to the public wealth. 

Third. That compensation for relief public works 
should be on a substantially lower scale than the going rate 
of wages in private industry. There will then be no incentive 
for the worker to stay on this public work when once jobs 
are available in private industry. 


Fourth. That work relief should be flexible and taper 
off automatically as men are reemployed in private industry. 


Fifth. That unemployed workers should be recruited 
on the basis of merit and qualifications for work, and that so 
far as possible such work should be designed and carried out 
by contract and under experienced contractors, engineers and 
architects, and, 

Sixth. That the amount of relief work given to each 
employee should be based as far as possible upon a proper 
relief budget for the family of such employee. 


The Administration has requested Congress to appro- 
priate four billion dollars for work relief for the year 
’35-’36. In view of large unexpended balances of pre- 
vious appropriations, amounting to over a billion and a 
half dollars, the Chamber feels that this amount might well 








April 8, 1935] 


Vital Speeches of the Day 


423 





be curtailed to not more than two billion dollars. If more 
funds are needed during the fiscal year they can be appro- 
priated at the session of Congress which meets in January. 

In his annual message, the President gave his approval 
to substantially all of the principles of work relief herein 
outlined, and he has valiantly opposed any effort in Con- 
gress to modify these principles—particularly the effort to 
provide for the going rate of wage for relief work, which 
would add substantially two billions to the budget. He 
should have the earnest and hearty support of the country 
in this determination to maintain sound principles. 


The Administration has introduced in Congress a most 
comprehensive bill the major portions of which would set 
up plans of a permanent kind for persons who in later years 
become unemployed and persons who pass the age of sixty- 
five. These provisions are of such obvious importance and 
significance that little public attention has been given to the 
other parts of the measure which would give federal assist- 
ance to the states to aid them in doing more for those who 
are handicapped, particularly children and mothers. 


The Chamber, in 1931, committed itself to support of 
voluntary measures making provision for unemployment, old 
age, sickness, and accident among employees of business con- 
cerns. The pending bill imposes compulsory as distinguished 
from voluntary systems. 

A committee of the Chamber that has studied the bill 
recognizes the desirability of such plans, but on a moderate 
scale and at such time as the added costs can be borne, with- 
out undue pressure upon any particular class of our popula- 
tion. The committee has not: attempted to say whether or 
not such legislation should be passed at this session of Con- 
gress, but it has pointed out certain considerations and cer- 
tain amendments which, in its judgment, should be included 
in any legislation that is enacted. 


Taxes for the unemployment system would become 
effective in the year ’36. The plan provides for a federal 
payroll tax of three per cent for each year, with the tax to 
be less in the first two years if severe depression should 
exist. The real intent of the bill is that, as unemployment 
arises, workmen who pass into unemployment will after a 
waiting period, say, of four weeks, receive benefits of ap- 
proximately fifty per cent of their normal wage, but not 
more than fifteen dollars a week, such benefits continuing 
for a period of about fifteen weeks. Workmen who become 
unemployed, however, will not receive their benefits from 
the federal government. They will have their payments 
only from their states, if their states have enacted legislation. 
The federal tax is intended to bring about such state legis- 
lation. Employers paying similar taxes levied by their states 
will receive credit against the federal tax up to the greater 
part of its amount. 


The committee of the Chamber feels that the unem- 
ployment provisions of the bill should be amended to pro- 
vide (1) that at least one-third of the tax on payrolls should 
be deducted from the wages of workers; (2) that the fed- 
eral tax should not apply with reference to persons employed 
in agriculture, in domestic household service, or in casual or 
temporary work; (3) that no federal legislation should, in 
the standards it sets up, undertake to specify the type of 
legislation which the states may severally choose to enact; 





and (4) that every encouragement should be given to em- 
ployers to create continuous work. 

The cost of the plan proposed in the pending bill would 
quickly reach six hundred million dollars a year, and this 
cost, as the bill now reads, would fall wholly upon employers. 
While some measure may be desirable, it should not be 
enacted until after the most careful study, to see if the heavy 
burden imposed upon large and small industries can be sup- 
ported. 

The plan for old-age pensions is even more comprehen- 
sive than the provisions for unemployment benefits, and 
essentially provides (1) for immediate federal grants-in-aid 
to states for pensions to persons now past sixty-five and with- 
out means of support, and (2) for a compulsory, contribu- 
tory system to give pensions later for those who reach sixty- 
five. 


Assistance for those who are now past sixty-five years 
of age is to be provided partly by the federal government 
and partly by the states. On a half-and-half basis, the fed- 
eral money for a pension is not to exceed fifteen dollars. If 
the federal payment were at this maximum, the state would 
have to supply an additional amount bringing the total to at 
least thirty dollars. The operation of this plan for assistance 
would ultimately cost a billion dollars a year, divided about 
equally between the federal treasury and the treasuries of the 
states. 


The compulsory contributory plan, under which no one 
now sixty years or older would benefit, would be supported 
by a federal payroll tax rising gradually from one per cent 
to five per cent, this tax to be divided equally between em- 
ployer and employee. As the bill reads, this is entirely a fed- 
eral plan. The states have nothing whatever to do with it. 
The maximum benefits under this plan would be about sixty 
dollars a month for a person who had a working life of well 
over forty years before he reached sixty-five. 


The burden of this plan upon the payroll would ulti- 
mately be in excess of a billion dollars a year. Besides, the 
federal government eventually would have to make contri- 
butions toward pensions for those who are now advanced by 
different degrees toward old age, and these contributions 
from the public treasury would reach as much as a billion 
and a half dollars annually around 1980. Certainly, such 
huge expenditures are not lightly to be assumed, even in a 
good cause. 


The committee of the Chamber feels that, if a measure 
is to be passed, compulsion should not be placed upon the 
states to accept its provisions with additional tax burdens for- 
themselves, and that the federal contribution should be in 
the form of a grant-in-aid to those states which wish to enact 
laws of their own for old-age pensions. The committee 
further feels that the states should be permitted to set up 
their own standards, without interference or dictation from 
the federal government. 


Neither should any legislation take a form which dis- 
courages continuation of existing annuity plans which in in- 
creasing numbers during the years of depression employers 
themselves have been putting into effect. Employers should 
be allowed full opportunity to go on developing annuity sys- 
tems applicable to their own employees on terms at least as 
liberal as any provided in legislation and assuring employees 
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who change employment of maintenance of accumulated 
rights. 

There are two fundamental questions to be considered 
in connection with such proposals as we have been discussing, 
the first being whether such legislative plans will tend to 
seriously reduce individual thrift and the second being 
whether the nation can now stand the costs. I bespeak the 
very eareful, critical, but sympathetic study of the social se- 
curity bill as, if passed, it will commit the country to policies 
which will have most far-reaching social and economic con- 
sequences. 

Social and economic security will, in my judgment, in 
the long run, be obtained by certain fundamental changes in 
our mode of life. 

Marginal lands will undoubtedly be withdrawn from 
cultivation, and the products of the soil raised on farms 
where there is a reasonable expectation that year-in and year- 
out, the farmer can earn a fair living. Much of our present 
farm distress is due to the cultivation of lands that are un- 
fit for agricultural purposes, and that should have been left 
as grazing lands. 

Our cities have also become too concentrated, and I 
believe that over the years, there will be a gradual decen- 
tralization of the workers from the center of the cities to 
suburban or rural areas where a home with a garden can be 
owned. The good roads, the automobile, electricity, the 
radio and the movies have made suburban, or even country 
life, far different than it was; and it is now possible to have 
the security which comes from the ownership of a home 
with some land united to the wealth-giving power of em- 
ployment in the factory. These, however, are long-time 
remedies which can come only with the evolution of our in- 
dustrial and economic life. 

“The Administration has recently recommended drastic 
legislation dealing with public utilities. The pending bill 
provides, first, for the regulation of utility holding com 
panies, and for their dissolution by 1940, except in the case 
of holding companies owning utilities which constitute a 
single integrated economic unit, second, for the regulation of 
interstate commerce in electricity and the generation of elec- 
tricity any part of which enters interstate commerce and 
third, for the regulation of interstate commerce in natural 
gas. 

All of these features are important, but attention of 
official witnesses at hearings has been chiefly centered upon 
the portion of the bill which provides for the dissolution by 
1940 of the large holding company with widely distributed 
ownership of public utility stocks. 

‘There are distinct reasons why holding companies have 
developed and become important factors in many phases of 
American business life. It is quite distinctly an American 
financial device, created because of our dual system of state 
and federal governments. Many industries have become na- 
tion-wide in their scope, carrying on business in many states 
and, were there no state boundaries, or was business incor- 
poration a sole function of the national government, there 
would be little reason for holding companies; but this na- 
tion is made up of forty-eight independent states, each with 
its own incorporation laws, and each, in the case of utilities, 
insisting with propriety that the utility business within its 
borders be carried on and regulated under its laws. Experi- 


ence has shown, in the case of utilities as in the case of other 
industries, that sound business boundaries and state boun- 
daries do not coincide, and that the holding company is the 
only feasible instrument that can be used to tie together such 
interstate industries. I am pleased to note that, in the pend- 
ing bill, this fact is recognized, and the grouping of utilities 
into single integrated groups through holding companies is 
couraged. 

In the utility field, existing holding companies did not, 
in many instances, limit their activities to the ownership 
of integrated groups of utilities, but bought scattered utilities 
which have no direct relationship to each other. The belief 
was that such scattered ownership gave greater security to 
investors, through diversity. It is this diverse ownership by 
holding companies that is opposed by the Administration, and 
for such holding companies the bill requires dissolution by 
1940. 

The vital question is whether serious and unnecessary 
financial loss will not result to hundreds of thousands of in- 
vestors in utility holding companies if the dissolution pro- 
visions in the bill are not omitted or revised. This possibility 
is clearly forecast by the amendment proposed by Judge 
Healy to Section Ten. 

I make no defense of financial policies that may have 
been pursued by some holding companies. I do not deny or 
minimize the loss that has followed the unfortunate exploita- 
tion of some gas and electric companies; but I do affirm 
that the well-conducted holding company has, in the past, 
financed weak utilities, has greatly developed the use of 
energy, and has given to many operating companies a type 
of engineering and management skill which, as single com- 
panies, they would not have enjoyed and in the benefits of 
which customers have shared. 

I believe, however, that public opinion now demands 
regulation of public utility holding companies, a readjust- 
ment of utility ownership by large and diverse groups, and 
a simplification of corporate structures. To bring about 
these results, with the regroupings that will be involved, is 
a long and tedious task which can only be accomplished by 
the sympathetic cooperation of the companies and the gov- 
ernmental agencies. Such regroupings can, in my opinion, 
be worked out in time, to the mutual benefit of the user of 
electricity, the investor, and the general public, and I would 
suggest that the pending bill be so modified that no hard 
and fast date for dissolution shall be set but that, after some 
reasonable date, there be a limitation of the control func- 
tions of the widespread holding companies, which have not 
readjusted their utility ownership into regional groups. 

A provision for dissolution at any fixed time, whether 
five years or ten years hence, will act as a pall on the in- 
dustry, will prevent financing of needed extensions, will ma- 
terially handicap the revival of the capital goods industries 
so much needed, and will depress the values of holding com- 
pany securities far below their real worth. 

This is not the time or place to suggest the exact rem- 
edy, but I believe that an amendment can be made to the 
bill which will protect the interest of the investor, prevent 
the further exploitation of utility stocks, and lead to the 
widest development and use of electric energy. In fifteen 
years, the czch investment in utilities has increased from 
about four billions to about eleven billions of dollars, the 
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use of energy has increased five fold, the price of domestic 
energy has fallen from about nine cents to less than five and 
one-half cents, and the end of this price trend, resulting 
from increased use, has not yet been reached. 

There are other features of the bill which require 
amendment. It is proper that the federal government should 
regulate interstate commerce in electricity, but double regu- 
lation by the federal government and the states would be un- 
desirable and expensive. I strongly feel that a federal board 
should not regulate any field that is now regulated by the 
states. It is interesting to note that over 80% of the elec- 
tricity now generated in the United States is used in the 
state in which it is produced. 

I further feel that it is entirely impracticable to make 
electric companies common carriers. There are physical 
reasons which make common carriage of electicity impractic- 
able. Few transmission lines have spare capacity at peak 
hours, and any electricity transmitted over lines must be 
under complete control, as to voltage, power factor, load 
factor, etcetera. This would be extremely difficult, if energy 
owned by more than one company was transmitted over a 
given line. 

‘These considerations are undoubtedly applicable also to 
the attempt to make common carriers out of pipe lines for 
natural gas. 

The so-called holding company bill is one of the most 
important measures pending in Congress, and the country 
should consider it without passion, and without prejudice. 

A sound transportation system is essential to the in- 
dustrial progress of the nation. We have four major sys- 
tems of conveyance, by rail, by road, by water, and by air. 
Each has its own particular sphere and each should be al- 
lowed to develop but not by improper competition to destroy 
the other systems. The national investment in transporta- 
tion is enormous. In our railroads alone it is approximately 
$20,000,000,000, owned by millions of small investors 
throughout the country. Our railroads are also great pur- 
chasers of materials and directly and indirectly contribute in 
many ways to the welfare of the nation. Important bills 
are now pending in Congress dealing with transportation, 
and the Chamber has expressed itself in favor of reasonable 


regulation for interstate traffic by truck and by boat. The 
Chamber does not feel that new methods of transportation 
should be stifled but rather that all means of transportation 
should be properly coordinated, one with the other. 

The genius of the American nation, and the spirit of 
its institutions, have carried it far on the march of human 
progress. We must exercise the greatest care to see that we 
do not destroy this American spirit of enterprise. 

At the close of the Civil War, when the hours of labor 
in our factories exceeded twelve hours a day, the average 
annual wage of all classes of workers was approximately 
$300.00. At the beginning of the century, hours had fallen 
to between ten and eleven a day, and the average earnings 
had risen to $426.00 a year. In 1929, with a nine-hour day 
the average annual income reached an all-time peak of 
$1,325. Even in the depression year of ’33, the annual wage 
of those who were working was about $888.00. After mak- 
ing due allowance for the change in the purchasing power 
of the dollar, this shows the power of the machine and of the 
technical arts to decrease hours and, at the same time, in- 
crease wages and national wealth. 

It is often well to review our blessings, as well as our 
infirmities. We now have forty-two millions out of a pos- 
sible fifty million potential workers actually at work. Our 
farm income, in two years, has risen from less than five bil- 
lions to nearly seven billions. The dividends on our invest- 
ments have markedly increased, and the annual pay envelope 
carries 50% more wages than it did two years ago. 

Again, when we compare our national and other pub- 
lic debts with those of Great Britain, we find reason for 
thanksgiving. Our federal debt is approximately $215 per 
person; that of Great Britain, $833. Again, our total per 
capita governmental debt, including the obligations of our 
municipalities, states, and the federal government, is about 
$373, as against a corresponding total of $1,014 for the 
United Kingdom. 

It is unwise to be either a Pollyanna, or a Cassandra! 
To brag about what we have, or to bemoan what we have 
not. If, as Justice Holmes suggested, we face facts, think 
clearly, act courageously, and fix our course to fine ideals, 
generations to come will move in the measure of our thought. 


The Government’s Responsibilities 
in Science 


By KARL T. COMPTON, President of the Massachusetts Institute of Technology. 
Address made at Sigma Xi Initiation Banquet, New Haven, March 16, 1935. 


is so great and the extent to which the government 

should undertake responsibility in this field involves 
such complex considerations, that it is perhaps rash to under- 
take a discussion of the problem. Nevertheless, the problem 
is as important as it is complex and events of the last two 
years have conspired to focus on it the attention of several 
organized groups of scientists with the result that some as- 
pects at least of the problem have been somewhat clarified. 


, ‘\ HE range of opportunity in science in this country 


I will attempt, therefore, to give a brief sketch of the prob- 
lem of the government’s present responsibilities in science, 
together with some suggestions as to ways in which these 
responsibilities may profitably be extended as they have been 
developed through discussions in the Science Advisory Board 
and in conferences with many other agencies and individuals. 

My own contact with this study dated from a radiogram 
from my assistant, received in the summer of 1933 while on 
the boat from Boston to Bangor, stating: “Word received 
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that you have been appointed chairman of committee to re- 
organize Federal Government.” Realizing that there was 
some major misunderstanding, | was naturally interested to 
learn what had really happened and found in the pzper on 
the following day that the President had appointed a Science 
Advisory Board of scientists and engineers with authority 
“to appoint committees to deal with specific problems in the 
Various departments.” 

‘This Board now consists of fifteen men, including: Dr. 
Campbell, President, National Academy of Sciences; Dr. 
Bowman, Chairman, National Research Council; Dr. Dunn, 
President, J. G. White Engineering Corporation; Dr. 
Jewett, President, Bell Telephone Laboratories; Dr. Ket- 
tering, President, General Motors Research Corporation; 
Dr. Leith, Professor of Geology, University of Wisconsin; 
Dr. Merriam, President, Carnegie Institution of Washing- 
tun; Dr. Millikan, Director, Norman Bridge Laboratory of 
Physics, California Institute of Technology; Dr. Adams, 
Professor of Organic Chemistry and President of the Amer- 
ican Chemical Society; Dr. Flexner, Director, Rockefeller 
Institute for Medical Research; Dr. Jones, Professor of 
Plant Pathology, University of Wisconsin; Dr. Lillie, Dean 
ot the Division of the Biological Sciences, University of Chi- 
cago; Dr. Rosenau, Professor of Preventive Medicine and 
Hygiene of the Harvard Medical School and Professor of 
!-pidemiology at the Harvard School of Public Health; Dr. 
Parran, State Commissioner of Health of New York. 

I discuss the work of this Science Advisory Board with 
some hesitation on two grounds. In the first place, your 
distinguished President, Dr. Angell, is reported in the press 
to have raised a question as to whether the services to gov- 
ernment by members of educational institutions may not 
sometimes be of less public value than their regular services 
in their institutions. You have probably heard the remark 
attributed to President Nicholas Murray Butler in com- 
menting on the large exodus of Columbia University pro- 
fessors to government posts: ‘Columbia’s loss is the nation’s 
In the second place, there are those who feel that the 
efforts of well meaning experts to assist the country, through 
their services to the government in these times of distress, 
have not all been well considered or successful. Some of them 
are unfortunately analogous to the attempt to relieve the 
darky who had swallowed a potato bug by administering to 
him a large dose of Paris green to kill the potato bug. 


loss.”’ 


However these things may be, the Science Advisory 
Board has found certain directions of usefulness in a modest 
way, and through its consideration of problems of the scien- 
tific services of the government has formulated the broad 
outlines of a plan whereby the scientific forces of the country 
may be strengthened and put to work more effectively for 
the national welfare. Before discussing this plan it will be 
helpful first to see where the government now fits into the 
picture of scientific activities of the country. 

The scientific services of the Government are spread 
through forty federal bureaus, of which eighteen can be 
called primarily scientific. Although their operations involve 
only about half of one per cent of the federal budget, their 
work is absolutely essential to the national welfare in agri- 
culture, manufacture, commerce, health and safety. 

Typical problems in the administration of these bureaus 
are: Is the organization adapted to the best fulfillment of 


its objectives? Are its objectives of distinct importance for 
the public welfare? Is its program planned with vision and 
keen appreciation of needs and opportunities? Are old 
projects dropped when their objectives have been attained ? 
Is the personnel competent and alert? Is there proper 
coordination and cooperation with non-governmetal agencies ? 
Are the most up-to-date methods in use? Is there unwise 
duplication of effort? Should a given project be handled by 
a governmental bureau or left to non-governmental agencies ? 
What is the best expert advice on a given problem of public 
interest ? 

Problems like these are always present and require con- 
stant attention if the Government’s scientific work is to be 
maintained on a plane of high efficiency. Disinterested and 
competent advice is desired on occasions by the Secretaries of 
Departments, and similar advice and help are useful to the 
Chiefs of Bureaus. 

The following three steps have been taken by the Fed- 
eral Government to provide for itself disinterested and com- 
petent advice upon scientific matters: 

(1) The National Academy of Sciences was established 
by an Act of Incorporation “enacted by the Senate and House 
of Representatives of the United States of America in Con- 
gress assembled,” and approved by President Lincoln on 
March 3, 1863, said Act specifying that ‘“The Academy shall, 
whenever called upon by any Department of the Govern- 
ment, investigate, examine, experiment and report upon any 
subject of science or art, the actual expense of such investiga- 
tions, examinations, experiments and reports to be paid from 
appropriations which may be made for the purpose,” subject 
to the condition that “the Academy shall receive no com- 
pensation whatever for any service to the Government of 
the United States.” 

(2) The National Research Council was organized in 
1916, at the request of President Wilson, by the National 
Academy of Sciences under its congressional charter, as a 
measure of national preparedness, and perpetuated by the 
National Academy of Sciences on April 29, 1919, at the 
President’s further request, as expressed in Executive Order 
No. 2859. The National Research Council is, in a sense, 
an operating arm of the National Academy of Sciences and 
is permanently organized into Divisions, with representa- 
tives from all major scientific bodies, to further the interests 
of science and technology within and without the government. 

(3) The Science Advisory Board was created by Presi- 
dent Roosevelt by Executive Order No. 6238, July 31, 1933 
(supplemented by Executive Order No. 6725, May 23, 1934) 
“with authority, acting through the machinery and under 
the jurisdiction of the National Academy of Sciences and the 
National Research Council, to appoint committees to deal’, 
with specific problems in the various departments,” with 
terms of appointment to expire July 31, 1935. 

The appropriations for the scientific bureaus of the gov- 
ernment have been greatly reduced since the affluent days 
just preceding the depression, by amounts ranging in some 
bureaus as high as 60%. According to Mr. Ralph Ward 
the 1935 budget shows the following appropriations for 
scientific work: 

10 bureaus in the Department of Agriculture. . .$38,276,000 
5 bureaus in the Department of Commerce .... 11,522,000 
2 bureaus in the Department of Interior...... 1,232,000 
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8 bureaus in the Navy Department .......... 3,918,000 

1 bureau in the Treasury Department........ 9,313,000 

6 bureaus in the War Department........... 4,503,000 - 
Nat’l. Advisory Com. for Aeronautics......... 1,453,000 
Smithsonian Institution .................4-- 864,000 


These figures include only expenditures for scientific work, 
except in the Department of Agriculture, where they include 
all appropriations to the bureaus, since it is difficult there to 
separate the scientific work from other activities. 


Taking all of these appropriations into account it is 
found that only about .3 of 1% of the total budget of the 
Federal Government goes into scientific work. In compari- 
son with the importance of scientific work to the country, 
this is certainly not a large proportion. One might well raise 
the question as to whether an increase in this amount might 
not bring advantages to the country which are large in com- 
parison with those resulting from many of the other far 
larger expenditures. 


It is interesting to consider these expenditures against 
the total background of expenditures for scientific work in 
the country from all sources. Mr. Watson Davis, Editor 
of Science Service, has estimated the total national expendi- 
ture for work in science by government, industry, foundations 
and universities to be somewhat less than $100,000,000 per 
year. It is seen, therefore, that the Federal Government 
accounts for roughly half of the total national expenditure 
for science. 

It is also interesting to consider the part played by the 
universities from the standpoint of expenditures for science. 
The U. S. Office of Education Pamphlet No. 58 gives the 
following statistics for the academic year 1934-1935: 81 
publicly controlled universities and colleges, with a total 
budget of $81,774,000, reported $9,526,000 as appropriated 
for research work. The major portion of these appropria- 
tions were for agriculture. Of the 81 institutions here listed 
only 47 reported any appropriations for research. Of 219 
privately controlled educational institutions, with aggregate 
budgets of $57,600,000 practically all of the research funds 
were reported by 16 of these institutions, and their aggregate 
expenditures for research were $1,627,000. It is evident 
from these figures that, important as research in educational 
institutions may be in developing new knowledge, their total 
expenditures for research are very much less than are the 
expenditures of the Federal Government for scientific work. 
It must be remembered of course that most of the govern- 
ment’s expenditures for scientific work are not for research 
but rather for the accumulation of scientific and technical 
data, or the administration of technical services. 

It is of interest to note the part played by the philan- 
thropic foundations in this whole program. Dr. Keppel, in 
an address at Brown University last year, stated that in 
1931 the philanthropic foundations of the country distributed 
$54,000,000 of which about $10,000,000 were for encourage- 
ment of research, exclusive of the very important fields of 
medicine and public health. Taking two of the largest of 
these foundations as examples, we note that the Carnegie 
Corporation in 1933 made grants of $68,000 for scientific 
research in the U. S. and its scientific agency, the Carnegie 
Institution of Washington, reported total expenses of $1,- 
576,000. Similarly the Rockefeller Foundation in 1933, ovt 


of total appropriations and expenditures of $14,754,000, 
made appropriations of $4,509,000 for the natural and medi- 
cal sciences and public health. 

It is of course extremely difficult to justify the accuracy 
of these figures because of the differences in manner of re- 
porting, but certain general conclusions can safely be drawn. 
The Federal Government is by a very large margin the larg- 
est scientific agency in the country. The next largest single 
unit consists of the agricultural work of the Land Grant 
colleges and universities. Excluding these the aggregate 
expenditures for scientific research by the universities of the 
country are comparable with the expenditures of the philan- 
thropic foundations for these purposes. (As stated above, these 
conclusions are necessarily very rough. A major uncertainty 
lies in the definition of scientific work. If the expenditures 
of universities for educational work in science had been in- 
cluded, their position would of course appear much more 
prominently in the financial comparison. ) 

With this general background showing the distribution 
of scientific work in the country, let me now turn to a de- 
scription of some typical problems of the federal scientific 
services which have engaged the attention of the Science 
Advisory Board and its committees during the past two years. 

The first problem submitted to the Board was a request 
by the Secretary of Agriculture for a study of the U. S. 
Weather Bureau and recommendations for improving its 
service. There had long been recognition of economic and 
other advantages which would result if the accuracy of 
weather forecasting and of other meteorological data could 
be improved. The issue may have been forced by a critical 
survey and report of the Weather Bureau by a committee of 
the American Society of Civil Engineers and by the disaster 
to the airship Akron. The Board’s study of the Weather 
Bureau disclosed the enormous service to the public which 
this bureau has rendered per dollar of taxpayers’ money 
which has gone into the service as a result of efficient organi- 
zation and particularly because of the friendly contribution 
of services by an enormous number of voluntary meteorologi- 
cal observers organized by and cooperating with the Weather 
Bureau. It was evident, however, that a new technique of 
weather forecasting, based on “air mass analysis” and which 
originated in the Scandinavian countries, has proven to be 
superior to the older method now in use by the Bureau which 
was based essentially on a systematic study of precedence in 
weather maps. The air mass analysis method is a three- 
dimensional rather than a two-dimensional study of the at- 
mosphere and therefore involves the use of meteorological 
data taken at high altitudes as well as those taken on the 
surface of the ground. The atmosphere is like a huge ocean 
with cold currents coming down from the north, warm, 
humid currents flowing up from the region of the Caribbean, 
and a third current flowing in from the Pacific. These cur- 
rents are like great rivers, or like the Gulf Stream, in the 
atmosphere and follow more or less well defined but con- 
tinuing varying paths over the country. Storms and quick 


changes of temperature occur where they meet. ‘Tests on the 
Atlantic Coast by the Massachusetts Institute of Technology, 
and on the Pacific Coast by the California Institute of Tech- 
nology, and some years of use by the military services, have 
demonstrated the improved accuracy of this new method. 
While greater accuracy is valuable for all human activities 
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which depend on the weather, and economically important, 
particularly in the handling and transportation of food-stuffs 
and live-stock, it is the requirements of modern commercial 
aviation which have rendered acute the problem of greater 
accuracy in weather forecasting. 

We found that all of the governmental agencies in- 
volved were anxious to cooperate in any movement which 
might improve the work of the Weather Bureau. The Army 
and the Navy offered to assigu some of their airplanes, used 
in practice flying, for the purpose of taking up to high alti- 
tudes the self-recording meteorological instruments needed 
to secure the data on temperature, pressure and humidity, and 
to do this at strategically located stations over the country. 
‘The Bureau of Aeronautics in the Department of Commerce 
agreed to cooperate more closely with the Weather Bureau 
in unifying the communication system for transmitting me- 
teorological data. The Board therefore recommended the 
adoption of the air mass analysis method of forecasting, to- 
gether with other important improvements, such as increasing 
from two to three, and if possible 4, the number of daily 
weather maps, the attaining of an increased amount of me- 
teorological information from the region of the Caribbean 
Sea in which destructive hurricanes have their origin, and 
the closer inspection of meteorological stations. 

‘These recommendations have been adopted and are 
being put into effect as rapidly as circumstances permit. The 
major difficulties to be overcome are first, the re-training of 
personnel to use the new method, which will take a minimum 
of five years and which involves some knotty problems of 
internal administration, and second, some increase in the 
annual appropriations to the Weather Bureau, which can be 
unquestionably defended on the ground of large economic 
return to the country but which are difficult to obtain in 
these times of anxiety over federal expenditures. 

Another great and essential scientific service of the 
federal government is the U. S. Bureau of Standards through 
which are maintained those scientific and technical standards 
which form the very basis of modern manufacturing methods, 
as well as of scientific and technical work generally. A pecu- 
liarly acute problem faces the Bureau of Standards because 
of the following situation, which is over and above the prob- 
lem of decreased budgets which has faced the scientific ser- 
vices generally. 

Because of the nature of the Bureau of Standards, it has 
been found to serve a useful purpose in setting the specifi- 
cations for the purchase of all kinds of materials by federal 
agencies, such as army blankets, trucks for the Post Office 
Department, thermometers for the Veterans’ Hospital, and 
thousands of similar items. Having set these specifications, 
it is then necessary for the government to test its purchased 
materials to find out whether they meet the specifications, 
and here again the Bureau of Standards has been found the 
most convenient, and, in fact, the only government agency set- 
up to make such tests. Consequently a very large portion 
of the work of the Bureau has come to be the testing of 
purchased materials for other branches of the government, 
although this work was not contemplated or provided for 
in the Organic Act which created the Bureau. As a matter 
of fact, nearly half of the budget of the Bureau of Standards 
is required to carry on such work. 

When the severe reductions in appropriations to gov- 


ernment bureaus were made for the purpose of balancing the 
federal budget, the total appropriations to the Bureau were 
cut nearly 50%. It was impossible, however, for the Bureau 
to reduce its expenditures for these government testing ser- 
vices because the government was continuing to purchase 
materials even on an increased scale. The fact that the 
Bureau has had to continue this work undiminished has re- 
sulted in its crowding out a large portion of the proper work 
of the Bureau for which it was originally established, and 
this work, as a matter of fact, has had to be reduced at least 
70%. The problem of the Bureau of Standards has there- 
fore been one of the most severe of any of the federal bureaus. 

Three agencies have combined to make a joint study of 
this situation, the Science Advisory Board, the Visiting Com- 
mittee of the Bureau of Standards which was set up by Act 
of Congress, and the Committee of the Bureau of Standards 
of the Business Advisory and Planning Council of the De- 
partment of Commerce. This joint committee has made a 
detailed study of the activities and problems of the Bureau 
and has recommended that certain activities be dropped, that 
others be transferred to non-governmental agencies where 
possible, that others be reduced for the time being, and that 
still others be pushed forward and extended. Many of these 
recommendations have not been made because reduction or 
curtailment was desirable, but simply because such curtail- 
ments had to be made somewhere because of the budget 
reduction. 

The Secretary of the Interior asked the advice of the 
Science Advisory Board as to whether the Geological Sur- 
vey and the Bureau of Mines should be combined or retained 
as separate bureaus. A study of the situation led to the 
recommendation that the bureaus should be maintained sep- 
arate, though with minor readjustments of functions. There 
were two primary reasons for this recommendation, one that 
the objectives and methods of the two bureaus were quite 
different, and the other that it would be difficult if not im- 
possible to find one director for the combined services who 
would be sufficiently acquainted and sympathetic with both 
of them to prevent one or the other suffering from lack of 
leadership. At the same time the study disclosed a woeful 
inadequacy of statistical information in regard to minerals 
generally, and this at a time when such information is most 
urgently needed for the administration of the codes of regu- 
lation of production and of tariffs and reciprocal trade agree- 
ments. It was therefore recommended that the agencies 
charged with collecting mineral statistics, which are now 
spread over four bureaus in different departments, should be 
consolidated into one bureau of mineral economics and sta- 
tistics. I am glad to say that these recommendations also 
have been adopted. 

The Federal Coordinator of Transportation requested 
the Science Advisory Board to appoint a committee to co- 
operate with a committee of railroad presidents, for the 
purpose of finding out whether the railroads are making as 
effective use as possible of modern scientific and technical 
developments, and to formulate a plan whereby the railroads 
may make as effective use as possible of such developments. 
This joint committee of leading railroad presidents and dis- 
tinguished directors of industrial research has rendered its 
report in which broad policies for guiding and coordinating 
research work for the railroads were laid down. The results 
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of this report are being crystallized in the newly formed 
Division of Planning and Research of the Association of 
American Railroads. There is no doubt but that the oppor- 
tunities here are great and that the railroads are disposed 
to make every effort to utilize modern technology as effec- 
tively as possible, and it is perhaps fair to say that it is the 
human element in the situation, namely, the difficulty in find- 
ing properly qualified men to take charge of this work, which 
will be the limiting factor in the rate at which this program: 
will be made effective. 


One of the possible cures for the depression which has . 


frequently been suggested is the creation of new industries, 
and the Secretary of Commerce has requested his Business, 
Advisory and Planning Council and the Science Advisory 
Board to cooperate in recommending to him a program to 
this end. The assignment is a difficult one, for new indus- 
tries are like babies,—they need shelter and nourishment, 
which they take in the form of patent protection, financing, 
and chance of reasonable profits. But, before all, they need 
to be born, and their parents are science and invention. 
Neither laws, nor committees, nor juggling acts can perform 
the necessary first step of conception. Also, like babies, new 
industries require time for growth. It is therefore evident 
that consideration of this problem involves stimulation of 
scientific research and engineering development, requires op- 
portunities for financing and for the making of progress, 
which are rendered somewhat difficult under some of the more 
recent legislation, and requires a degree of patent protection 
which is difficult under our present system which is stagger- 
ing along and almost swamped by the complexity of modern 
developments in the patent fields of types which were not 
contemplated when the patent law was originally drawn. 

To cope with this situation the Science Advisory Board 
is making certain recommendations of government assistance 
in the stimulation of scientific work generally, and is sub- 
mitting recommendations for certain modifications in patent 
procedure which should greatly improve the present situation 
without changing the general structure of patents. Some 
of the situations which these recommendations are designed 
to meet are the following: 

The load on the Patent Office, from the enormous num- 
ber of applications to patent all things from the trivial to 
the important, is such that adequate examination of priority 
is impossible. For this reason the assurance of a patent does 
not now carry with it the proper validity and, in fact, about 
80% of all patents which come up for litigation are declared 
invalid by the courts. The situation is so bad that it has 
come to be said that a patent is simply an invitation to sue. 

A second difficulty lies in the time and expense and 
doubtful outcome of patent litigation. The expense has be- 
come so great that some large organizations are seriously 
questioning whether or not their research organizations are 
an economic gain or loss, and others are avoiding patents 
and seeking security and secrecy. 

A third difficulty lies in the complexity of modern in- 
ventions, whereby a single product may involve a large num- 
ber of different patents often held by different individuals. 
If any one of these individuals refuses to grant license under 
his patent, he may entirely block production of the product. 
It is this situation which has forced organizations to seek to 
acquire patent monopolies which in turn have not been looked 


upon with favor by the courts. The situation is well-nigh 
an impossible one in its present form. 

Through wide consultation and correspondence, a gen- 
eral concensus of opinion has been found in support of cer- 
tain remedies for these situations, and these will soon be 
submitted to the Secretary as a partial answer to his request 
for a plan for the stimulation of new industries. 

One of the most far-reaching services of the government 
is its work in surveying and mapping. An accurate map of 
the U. S. is a prerequisite of all types of construction and 
planning. The standard map of the U. S. is less than half 
completed and until the work is finished millions of dollars 
will be wasted in temporary and uncoordinated surveys which 
are found necessary by municipalities, or states, or construc- 
tion agencies, to handle their particular jobs. We are the 
only important nation in the world whose country has not 
been adequately surveyed and mapped. 

There are more than twenty bureaus in the government 
which have mapping activities. “The question has frequently 
been raised, ‘Should not these be consolidated”? ‘This ques- 
tion has been investigated by the Science Advisory Board at 
the request of the Director of the Budget and a report with 
recommendations has been submitted to him. Among the in- 
teresting considerations are the following. 

In some bureaus the production of maps is not a major 
objective but maps are produced and used only as tools in 
the attainment of some other objective. In the case of 
other bureaus, however, the sole purpose of the bureau is to 
produce maps. As a basic principle it may be suggested that 
the tools should not be taken away from the people who need 
to use them. In other words, the subsidiary mapping ser- 
vices should not be consolidated into a federal bureau. On 
the other hand, a strong argument for efficiency can be made 
for the consolidation of those services whose sole objective is 
the production of maps. This argument is based upon efh- 
cient use of personnel the year round, elimination of dupli- 
cation and uniform adoption of the most modern and efficient 
methods. On the other hand, there may be good reasons for 
the maintenance of separate units in several cases. For ex- 
ample, in the military services, where military necessity, or 
secrecy, or the maintenance of a staff under immediate mili- 
tary control, may be important factors. 

This question has been frequently discussed by previous 
commissions and before Congress, and there are amusing 
illustrations of arguments pro and con which have been in- 
vented to impress Congress without adequate basis of fact. 
From the standpoint of national efficiency it is highly im- 
portant that some action should be taken, but any action 
which involves the transfer of established bureaus meets with 
a type of opposition which is politically difficult to overcome. 
We very much hope that the present effort may meet with 
a degree of success which has been denied the more than a 
dozen previous efforts which have been made to effect an im- 
provement in this field. 

It has been very difficult to secure an unbiased opinion 
regarding the economic possibilities of mineral development 
in the region of Boulder Dam with the. utilization of the 
electric power there developed. Perhaps because of the great 
industrial and political interests involved, the Science Ad- 
visory Board was called upon as a distinterested body to make 
a survey and report on this matter. This work was carried 
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out in three steps: first, a factual survey of the extent, grade 
and accessibility of the mineral deposits within reach of 
electric power in the Boulder Dam; second, a determination 
of the cost of production of the various products obtainable 
from these mineral deposits; and third, a consideration of 
such economic features as transportation costs to the point 
of demand and the effect of such production on similar in- 
dustries in other localities. The result of this study has 
been the publication by the Department of the Interior of 
a factual analysis from which can be selected those products 
which can profitably be developed and those other products 
whose development at the present time would be economically 
impossible in competition with other sources of supply. 

The Department of Agriculture carries on more scien- 
tific work than any of the other departments. This work is 
found in about ten out of the eighteen bureaus of the de- 
partment. Many of these bureaus are almost independent 
organizations and there is a considerable amount of dupli- 
cation of effort and of facilities. Some of this duplication 
is necessary to the efficient performance of work, while in 
other cases a more effective coordination would undoubtedly 
be advantageous. ‘The Secretary of Agriculture requested 
the Science Advisory Board to give particular attention to 
the Bureau of Chemistry and Soils in its relation to the 
chemical work of other bureaus. It has sometimes been sug- 
gested that all chemical work of the government should be 
concentrated in.one comprehensive bureau of chemistry. On 
the other hand, it is pointed out that chemistry is frequently 
a tool which is needed by a worker in some other field where 
the objective is not primarily chemical in nature. It is ob- 
viously a very difficult matter to ascertain the most effective 
degree of consolidation or the best type of coordination of 
such work. A distinguished committee has been giving at- 
tention to this problem, bringing in the benefit of the best 
industrial experience as well as expert knowledge of chem- 
istry. ‘This committee has found certain difficulties which 
are peculiar to the government organization and which prob- 
ably preclude an ideal solution to the problem. In view, 
however, of the millions of dollars which are spent on re- 
search in this department, it is decidedly to the public interest 
to see that this work is being done with the maximum effec- 
tiveness, and the officials of the department are cooperating 
with the committee in an effort to find a solution which will 
‘be as nearly ideal as possible and at the same time practicable 
within the limitations of government operation. 

These illustrations, taken from the varied activities of 
the Science Advisory Board, will show something of the in- 
terest as well as the complexity of the government’s work in 
the varied fields of science. Beyond these particular services 
attached to existing bureaus, there lies, however, an immense 
field of government responsibility in which science plays or 
may play a prominent part, and I would next comment 
briefly upon the opportunities and responsibilities which the 
government may have in this larger field. 

There are important national problems like insanity, 
crime, public works, unemployment, excess agricultural pro- 
duction, land use and power utilization, which are of great 
concern to government but for which the responsibility ex- 
tends beyond the jurisdiction of governmental bureaus to 
states, municipalities and to the people as a whole. They 
involve considerations of care, relief, control and management 


which are the subject of governmental action involving enor- 
mous expenditures. They are the concern of the social scien- 
tists in order that this care, relief, control and management 
may be wisely conceived and administered. But they should 
also be the concern of the natural scientists in two main 
aspects: first, to ascertain the facts which are susceptible of 
scientific observation or measurement, in order to supply 
social scientists and government with data essential to their 
activities; second, to alleviate or cure the difficulties where 
this is possible by applications of science, as illustrated below. 

The magnitude of the purely economic aspect of these 
problems is realized by very few people. In the case of 
mental illness alone, approximately 20% of state budget goes 
to care of the mentally diseased. Past experience and present 
knowledge both indicate that science will probably succeed 
in alleviating or partially curing all of these difficulties if 
given adequate time and opportunity. It is obviously in the 
public interest, therefore, that this opportunity should be 
given and that this should be done as rapidly as the scientists 
themselves are able to handle the opportunity. As an in- 
vestment for the future, or an insurance against future ex- 
penditures, and at the same time as a social obligation, the 
government has a great responsibility in seeing to it that 
work along these lines is pushed as vigorously as possible. 

The Science Advisory Board is prepared to cooperate 
with other agencies in pointing out this responsibility and 
urging that the government accept it. 

If time permitted it would be possible to analyze these 
problems in. greater detail and to submit specific programs 
for work in pure and applied science whose social value is 
unquestioned and which can be laid out with some degree 
of assurance on the basis of present knowledge. I would 
simply mention, by way of illustration, such matters as trop- 
ical diseases, long range weather forecasting, development 
of new and improved uses of electric power, discovery of 
new uses for agricultural products, elimination of specific haz- 
ards in navigation, etc. 

It is interesting and somewhat disheartening to note that 
our country, with all of its boasted progressiveness, has paid 
less attention to science as a means of combatting our present 
difficulties than any of the other great powers. 

Russia, seeing what science has done in raising the 
standard of living in other countries,—especially in our own 
country, is centering her whole economic program on science. 
She has used, as the central feature of this program, the 
Academy of Science, founded by Peter the Great. Under 
this have been established more than two hundred great Re- 
search Institutes for work in pure science and engineering. 
Her annual appropriations for these institutes are reported 
to be larger than any other item in her budget,—even the 
military and defense item. Many of her scientific labora- 
tories rank among the best equipped laboratories in the world 
at the present time. Though short of trained workers, they 
are already turning out some first class work, and a well 
considered program of selecting and training research work- 
ers has been instituted. 

Great Britain also has taken decisive steps to utilize 
science for social and economic improvement, despite the 
fact that she was harder hit than we by the war, her unem- 
ployment crisis came sooner, her taxes are higher. She has 
called her leading scientific men to advise her Privy Council 
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on scientific and technical policies, through three Advisory 
Councils composed of Britain’s most noted scientists. It is 
on advice of these councils that the programs and budgets 
of the government’s scientific bureaus are determined. The 
government, furthermore, appropriates about a million pounds 
annually, to be used for research. On advice of the Ad- 
visory Council, appropriations are made to governmental 
scientific bureaus and grants for research are made to edu- 
cational institutions and scientific societies; also for research 
fellowships, and for support of industrial research by trade 
associations provided these associations match the grants with 
similar contributions from their own funds. In this latter 
way, programs of research have been inaugurated in twenty- 
one of the most important industrial associations. 


Italy has mobilized her research facilities in a broad-scale 
effort to rehabilitate her economic position, and to counteract 
her deficiency in raw materials through application of her 
“brain power” to the most effective use of what she has. The 
government has appropriated large sums for the better equip- 
ment of university research laboratories, and all work in 
these institutions and in governmental laboratories is super- 
vised by a National Research Council. Furthermore, no 
governmental financial assistance is given to industries unless 
this Research Council certifies that the industry maintains 
a progressive policy of research and development. 


Until recently Germany led the world in her sustained 
efforts to maintain a strong economic position through scien- 
tific research, notably in the fields of chemistry and metal- 
lurgy. Every one knows the success of this policy, until it 
was largely wrecked by other circumstances. Her scientific 
strength, however, is still probably Germany’s strongest eco- 
nomic asset. 


Japan, for years, has been bending every effort to in- 
troduce Western technology into her industrial procedures. 
Begun as a policy of copying technical processes and products 
which had been developed elsewhere, it was accompanied by 
an intensive program of scientific education of her own 
scholars. She is now in a position to lead as well as to follow 
in scientific work of high quality, and this is bearing fruit 
in her industrial position. 

Compare this picture with that of our own country. As 
soon as we got into trouble we cut our governmental ex- 
penditures for scientific work more severely than those of 


any other government activity. We gave no consideration 
either to unemployed scientists or to the public value of 
their work in our emergency’ measures for relief of unem- 
ployment or for economic rehabilitation. And yet we have 
prided ourselves as being the most advanced nation on earth! 

The truth is that we have been fortunate enough to 
have great natural resources, which we have exploited riot- 
ously ; we have had a pioneering spirit which has bred some 
great inventors; this same pioneering spirit has developed 
some industrial giants who have plunged into big things and 
have brought “quantity production” into operation; we have 
been blessed with a few great philanthropists whose altruistic 
vision has led them generously to support scientific work and 
other activities for human welfare in universities and other 
private institutions. But, as a people and therefore as re- 
flected in our national policies, we have been more lucky 
than intelligent. Now that we are no longer able to thrive - 
on the unrestricted exploitation of the gifts of Nature, it is 
imperative that we take steps to utilize our resources more 
intelligently and effectively—and this means scientific re- 
search on an increasing scale. 

In conclusion it seems to me that what is needed is a 
bilateral program for putting science to work for the na- 
tional welfare. There is needed on the one side the coop- 
eration of the scientists of the country generally, to assist 
the government in putting the work of its scientific bureaus 
on a scale of maximum efficiency and value. There is needed 
on the other hand a new type of government leadership 
whereby the scientific men of the country may be brought 
together to make an intelligent and coordinated attack on 
the great problems which are facing the country at those 
points at which science may offer hope of alleviation or 
solution. 

Under these circumstances it seems to me certain that 
scientists will have to play an even more important role in 
the future than in the past. The problems to be solved are 
more complex, greater intelligence is needed in handling 
them, the scientific approach rather than the political or op- 
portunistic approach is demanded. Whether directly in the 
government service, or indirectly in universities or industries 
of the country, there is no doubt but that men of the type 
found in the Society of Sigma Xi will find ample scope for 
their best efforts and in those efforts they will find careers 
of usefulness and of satisfaction. 
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Internal Pioneering 


By MILO PERKINS, Manufacturer and Economist 


An Address Delivered Before The Joint Annual Banquet of the Houston Salesmanship Club and The Men’s Club 
of the First Christian Church at Houston, Texas, March 22, 1935 


ENTLEMEN: 
J I appreciate this opportunity to speak to you and 


I want to thank you for having invited me. 

We have reached one of those rare junctures in human 
history where an old order of things is breaking up, and no 
one is really certain as to just what will succeed it. The 
extreme liberals are already making much of the fact that 
the wages of capital are entirely out of proportion with the 
wages of man. They point out that profits and interest 
earnings last year were one and one-half times what they 
were in 1926, while wages amounted to only sixty per cent 
of the money paid to workers in that year. I am not at- 
tempting to defend the inequity in those figures, but I can 
hardly agree with the radicals who therefore conclude that 
the whole system of private ownership as we know it should 
be scrapped. 

On the other side of the fence, there are the extreme 
conservatives who would have us believe that everything 
will be all right if only there is no government interference 
whatever with private business. On the 4th of this month, 
for example, the Wall Street Journal carried an editorial 
which put forth the viewpoint that really nothing of con- 
sequence had been achieved by the current administration, 
and that the business outlook is more alarming than it has 
ever been. On the front page of the same issue there was 
a terse statement of net profits reported by 250 leading 
corporations. They exceeded 1932 figures by over 400%. 
Every really informed person knows that business generally 
is much better than it was two years ago and that private 
industry owes a considerable debt of gratitude for this im- 
provement to the various recovery efforts of the Federal 
Government. ‘The reactionary conservative is as serious a 
threat to this country as the radical. 

We average Americans are faced with this tug of war 
between two partisan groups, however, and since the rope 
happens to block the road down which the rest of us would 
like to walk, we are all vitally affected. As I see it, we 
can react to this situation in any one of three ways. First 
of all, we might rush emotionally into one of these camps 
and take sides, which would leave the middle road a de- 
serted road. Another course would be to continue the 
attitude of indifference which marked the decade of the 
twenties. I am reminded here of an eccentric author in 
New York who was recently receiving a guest in his hotel 
room. He carefully sealed and stamped an important letter 
and then carelessly tossed it through an open window. The 
rather startled guest felt that he had done so in an absent- 
minded moment, and asked him about it. His reply was 
that he had been following that little custom for some 
twenty years, and that “some darn fool always picked up 
his letters and mailed them for him.” I am afraid that 
until very recently most of us have voted in a similar fashion. 
We have tossed our ballots in the box and then taken it 


for granted that some “darn fool’? would run our govern- 
ment for us. The wonder of it all is not that we had a 
depression, but that we were able to avoid it during our 
many years of indifference. Obviously none of us could tend 
to our jobs in that fashion and hold them six months. 

As I see it, we middle class Americans cannot wisely 
take sides with either the radicals or the conservatives. 
Certainly we dare not remain indifferent. For my own 
part, I agree with Glenn Frank that this generation has an 
“appointment with destiny.” It is up to us to take the 
middle road of common sense and to insist upon it strongly 
enough to make sure that America can go forward to a 
greater era of well-being for all of us than this country has 
ever known. No partisan minority should be permitted to 
block that. If private enterprise as we know it is to con- 
tinue, and I want to see it continue for other than selfish 
reasons, it must manfully tackle the job of re-employing 
those people who are now out of work who really want to 
work. This is the outstanding challenge of our age from 
a social point of view. From a profit point of view, this 
conquest of poverty in our own country offers the greatest 
opportunity to business men that this country has ever 
presented. 

Let us see just how this unemployment problem “crept 
up” on us. As early as 1929 Senator Wagner endeavored 
to have an intelligent report prepared on the subject. This 
sort of inquiry was distinctly in bad taste during that era 
of prosperity, however, and nothing came of his initial effort, 
although it was estimated even then that several million 
people who wanted to work were unable to find it. It is 
abselutely unforgivable that the country is still in the dark 
as to just how many able-bodied people who want to work 
are unemployed at the moment. Personally I grow more 
exasperated every time I see some new estimate of the total 
number. The figures run all the way from 3,500,000 to 
22,000,000 people. Since our whole economic well-being 
is bound up in adequate, interesting employment for our 
citizens, and since this Administration has pledged itself to 
provide necessities for those who are out of work, I can not 
see any excuse whatever for not finding out just how big 
a job we have on our hands. The whole country is weary 
with this boxing with shadows in the dark. Surely all un- 
employed people who expect government aid could be reg- 
istered, and their past employment record secured, in a 
manner similar to that which was followed during the 
World War draft. Business men in every community would 
certainly be willing to serve on local boards without pay 
during this time of crisis, and they could supervise an in- 
vestigation into the merits of each case. Not only would 
we then know just where we stand, but the psychological 
reaction upon business men all over the country might be 
such as to spur them on to an industrial solution of this 
vexing situation. Once these figures were available to the 
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whole country, we could then start whittling away at the 
first grand total. All of us would surely be heartened as 
any progress became evident, and the cooperation of our 
whole population could be enlisted. The worthy would be 
separated from the undeserving, and the whole situation 
would be placed on a business basis. 

I realize that all of us are familiar with the many 
factors which have contributed to our present unemploy- 
ment, but I think it will clarify our outlooks if we examine 
the three major fronts upon which circumstances seem to 
have conspired to deprive people who honestly want to work 
of the chance to make a decent living. 

The first real dent in national employment came with 
the decline of our foreign trade following the war. The 
immediate effect of this, of course, was to reduce agricul- 
tural purchasing power. This started the vicious circle of 
lessened demand in manufacturing centers with its resultant 
unemployment in our cities, which in turn still further 
depressed farm prices. The thing grew progressively worse 
as the depression deepened. 

Many foreign nations, with some of the lessons of the 
World War still fresh in their minds, are afraid of an- 
other war and are therefore pursuing a policy of national 
self sufficiency almost regardless of its cost. Their whole 
thought is to provide the necessities of life for their peoples 
from within their own borders. Our own high tariff policy 
has only complicated the situation. Of course the devalua- 
tion of the dollar and the efforts of our State Department 
to negotiate reciprocal trade agreements have mildly stimu- 
lated our trade with other countries, but the total improve- 
ment, especially in tonnage, is still rather pitiful. Unfor- 
tunately, the outlook for any real revival here is far from 
bright. A reduction in the tariff on such items as are non- 
competitive with those things which we produce at home 
might help further, but the real trouble is that tariffs become 
more than laws a few months after they are passed. Like 
the blue-prints of an architect, they soon become actualized 
in physical things. The Italian people at the moment, for 
example, may be sick of poor bread at a high price, but 
their wheat farmers have been subsidized and their money 
has already been invested in flour mills. The solution to 
such conditions is much more complicated than the mere 
legal repeal of tariff laws. My whole point is this, that 
the fear of war in other countries and the changes in their 
internal economies since the World War, are such that one 
can be none too hopeful for the next few years that there 
will be any real expansion in our foreign trade. Many 
Americans who previously depended upon it for their liveli- 
hood must be absorbed elsewhere. Those are the bald facts. 

The second great cause of unemployment, especially 
since the depression set in, has had to do with the almost 
complete paralysis in our heavy goods industries. That is, 
our investment in things which last, such as new homes, 
new office buildings, railroad equipment, etc., has been tragi- 
cally cut since 1929, and millions who normally make their 
living in these fields are now out of work. One can hardly 
blame business men today for not erecting more office build- 
ings while there are so many unrented offices in those which 
have already been constructed; nor can one blame them 
for not wanting to build new flour mills, at this time for 
example, since only 43% of our present milling capacity is 





being utilized at the moment. And yet this is the cardinal 
weakness of the whole capitalist system. Its efficiency is 
unequaled when it comes to pioneering in a new country. 
Profits under those conditions are reinvested in more fac- 
tories to make more things for more people and employment 
is maintained at a decent sort of level. This reinvesting 
of surplus funds in such a manner as to provide employment 
is the heart of the system and all goes well so long as the 
heart is kept pumping. Once it stops, however, the whole 
system heads toward collapse. Personally, I think it is 
about a century too soon to discuss this theoretical weak- 
ness of capitalism seriously. It seems to me that our radicals 
ignore the huge pioneering still ahead of this country. The 
internal pioneering which remains is a much more vast un- 
dertaking than the pushing of our frontier to the Pacific 
Coast. So long as 40% of the people in our cities are 
without bathtubs, and so long as millions of Americans are 
living at a poverty level in our slums, it is premature to 
seriously consider the junking of a system which, for all its 
defects, has proved to be the most effective one man has 
yet devised for providing a whole people with a constantly 
improving standard of living. 

However, the present efforts of the Federal Govern- 
ment to stimulate the heart action in this sector through vast 
spending on a public works program are absolutely neces- 
sary, at this time, if the system is to survive. Later on, 
when the promise of profit is sufficient, industry itself can 
probably be counted upon to continue this vital function. 
But a rise in the general price level and a considerable in- 
crease in consumer purchasing power will certainly have 
to precede any such capital investment of private funds on 
a large scale. It is apt to be at least a couple of years 
before this comes about. While I think we can count upon 
gradual improvement in the durable goods sector, I believe 
that it will be some time before this field will provide enough 
additional employment to materially lessen the number of 
those who are now out of work. 

Since the prospect for betterment in our foreign trade 
is discouraging, and since improvement in our heavy goods 
industries looks none too bright for the immediate future, 
an altogether unusual responsibility is placed upon our con- 
sumer’s goods industries. The more our country is built 
up, the more pronounced this shift in responsibility will 
become, and for that reason our business men might as well 
tackle the job of creating and maintaining consumer pur- 
chasing power with the same intelligence with which they 
have previously worked at sales problems, accounting prob- 
lems, and production problems. As a matter of fact, it is 
getting to be pretty obvious that our ability to produce 
things in quantities is a full fifty years in advance of a 
corollary economic statesmanship which would set as its 
goal the building up of purchasing power sufficient to absorb 
our national output of manufactured commodities. Those 
who have must create jobs for the have-nots, or they'll 
ultimately lose what they have left. 

This brings us naturally to the third and most for- 
midable threat to adequate employment in this power era, 
that of technological unemployment. We business men had 
better do some straight thinking on this subject because it 
will inevitably become more acute as our electrical and 
scientific age advances. Of course, it is a grand thing in 
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these times for each of us to have some forty times the 


efficiency which Americans had one hundred years ago. It 
is very thrilling in terms, of radios, automobiles, aeroplanes, 
and the like, but the difficulty is that science is constantly 
making it possible for us to do a given amount of work with 
less people. 

The machine first displaced muscie power on the farm 
and in the factory. Then it displaced brain power with 
various kinds of calculating machines. Only recently, the 
commercial use of the photo-electric cell has displaced in- 
spectors in a good many factories, and is doing the work 
which they previously did not only much more effectively, 
but much more rapidly. These scientific advances are a 
monument to our ingenuity, and within them lies the prom- 
ise of an abundance of things for all of us without unrea- 
sonable drudgery. But machine-displaced workers are lost 
customers for industry in a world where money is needed 
to buy what one wants. Depleted purchasing power is 
the one real threat to private enterprise. 


Heretofore industry has adjusted itself in a very tardy 
sort of fashion to this problem by gradually reducing the 
length of the work week and by slowly raising wages. Nearly 
always, however, it has waited until it has been forced to 
take this action which is so obviously in its own self-interest. 
Plants cannot possibly be run without customers, and men 
without money cannot possibly make purchases. Actually, 
they are a liability to industry in a country where they are 
being taken care of by the Federal Government. The final 
bill for their support will ultimately be presented to busi- 
ness men for payment. 

The great industrialists of tomorrow will be those men 
who work out a solution to this problem of maintaining con- 
sumer purchasing power at a point which is sufficient to 
absorb the output of our factories running full blast. But 
business men must approach the whole thing much more 
scientifically than they have in the past. Instead of being 
forced by circumstances, they must’ henceforth take the offen- 
sive in working out this problem. Certain fundamental 
principles are pretty clear, however. The more the science 
of production goes forward, the shorter must be the aver- 
age work week and the higher must be the wages paid. 
Paradoxial though it sounds, this must be accompanied by 
lower sales prices. Here is the recipe for profit in a power 
age. No wonder those of us who have been brought up to 
believe that low wages, long hours, and high sales prices 
spell profit are just a little bit perplexed. 


And yet, looking back fifty years, we can see that Ameri- 
can business has actually moved in all three of these direc- 
tions simultaneously, although on the whole it has had to 
be dragged along by the force of circumstances. What we 
need today in this country is a new type of industrial lead- 
ership which will take us aggressively in this direction in a 
scientifically ordered way. Intelligent young business men 
are face to face with the opportunity of a lifetime. 


It may be, of course, that some new “ladder industry” 
will emerge after this depression as it has before in our 
country’s history. Should the building of pre-fabricated 
houses, or the making of air conditioning units actually grow 
as the automobile industry once grew, the nation will of 
course gain temporary relief from its unemployment prob- 


lem. But the fact remains that some way, somehow, even 
then industry must regulate consumer purchasing power 
through the wages and salaries which it pays in such a way 
as to assure a continuous flow of goods through its factories. 
Every static dollar that lies idle in some corporate surplus be- 
comes a dynamic dollar the moment it is placed in the hands 
of some worker whose unsatisfied wants make him indus- 
try’s best potential customer. Some business men, of course, 
have already recognized this. Henry Ford and Edward 
Filene, for example, have been preaching this doctrine for 
many years; and only recently International Business Ma- 
chines increased the pay of some seven thousand employees 
by 374%4%. But there must be a wider awakening. 

When historians, a hundred years from now, look back 
at this problem which seems so knotty to us today, they will 
probably be amazed at our bewilderment. Surely it will 
look to them as though the capitalism of our era held all 
the aces in addition to the joker and was afraid “to open 
the pot.” There is a bit of irony in all this when one 
realizes that business today not only owns and controls the 
means of production, but that it also determines its own 
market by the combined wages and salaries which it pays its 
employees. Surely the industrial genius which has given 
this country so much is competent to balance consumer pur- 
chasing power scientifically with productive capacity once 
it sets itself to the job. If it succeeds, there is no height to 
which our people cannot go. On the other hand, if business 
fails to tackle this problem aggressively, it is not impossible 
that this country may fall wistfully into the arms of some 
dictator. Personally, I do not believe there is any alternate 
system to private ownership which can be made to work 
anything like as well as our present capitalist system. But 
unless the job of changing it to meet changed conditions is 
undertaken with the same aggressiveness which has marked 
our sales campaigns, our people are very apt to follow some 
crack-pot in an hour of emotional desperation. 

Really, there is the thrill of adventure in our present 
difficulties. ‘They present an immense challenge to business 
men for a more enlightened leadership. Everywhere around 
us there is the promise of abundance. This is actually the 
first time in history that a whole people has been able to 
look forward to an era of plenty for everyone. In terms of 
raw materials and cheap power we are within striking dis- 
tance of that goal from a purely production point of view. 
That is, we have the natural resources and the machinery 
to produce things in sufficient quantities to enormously 
raise the standard of living for everyone of us. Probably 
a full 95% of our people really want to work. In addition 
to that, we have ample land, and with what we know about 
irrigation and the use of fertilizers, an adequate food supply 
for our people is assured. With all these advantages, 
America simply must not fail. It’s altogether a matter of 
competent management, of planning as expertly in the field 
of consumption as we have already done in the one of pro- 
duction. 

We business men need to think less of our old-fashioned 
rights as employers, of more of the job which confronts us. 
This country has a surplus of calamity howlers who view 
every change with alarm, and a shortage of men with 
enough old fashioned faith in tomorrow to build toward it 
today. I would like to suggest that we stop looking to 








April 8, 1935] 


Vital Speeches of the Day 





435 





Washington as the source of either our salvation or ruin, 


depending upon our political bias. The way to keep the 
government out of business is to make business so good that 
government can get out of it. That work must be done 
in our own offices and in cooperation with other business 
men. 

In the last analysis, my friends, the national problem is 
an individual problem, and each of us counts enormously. 
Everyone of you men has perhaps a dozen friends with 
whom you have definite influence. Each of them knows per- 
haps a dozen persons, in this turn, who seriously consider 
his opinions. This sort of thing rapidly spreads to include 
the whole country, like the ripples which move outward 
from a stone dropped in still water. It seems to me, there- 





fore, that the vigorous expression of an enlightened opinion 
by one man has effects which are vastly greater than any 
of us imagine. That is why free speech, rather than univer- 
sal suffrage, is the soul of Democracy. 

I would like to urge you to become apostles of common- 
sense in economic matters within your own circles of in- 
fluence. This is certainly the most exciting period” in 
American history. Our country’s fate is still in the balance, 
but that balance is so delicate that a thousand dedicated 
recruits to the economics of consumption might easily turn 
the tide. I hope you will respond to the challenge of the 
times, and take your places in the ranks of those whose job 
it is to build a more equitable and therefore a more splendid 
America. 


Talk of Revolution 


By W. J. CAMERON 
A talk given on the Ford Sunday Evening Hour, March 24, 1935. 


Broadcast over the Nation-Wide Network of the Columbia Broadcasting System from 


Orchestra 


Rall, Detroit, Michigan 


66 ONCERNING this talk of revolution: what is 
your opinion?”—that is our question tonight. 
Well, with the sunshine of spring returning it 
should not be difficult to view this matter in proper per- 
spective. 

Talk of revolution—what little there has been of it— 
is confined to very limited types of individuals. The literary 
and oratorical type talk of revolution in order to get a 
hearing—it’s an ear-catching theme. They have a bad habit 
of warning us that if we refuse what they propose, then 
their followers will rise and force its adoption. Next come 
politicians who try to frighten people into accepting their 
irrational policies by asserting that so far as the future is 
concerned, it’s either those policies or revolution. Then there 
are the really serious revolutionaries, agents of alien interests 
who agitate unrest in America in hope that each disorder 
that occurs may be the spark that will explode the country. 

All of these together do not make even a small handful. 
They represent no community of opinion. The American 
people have not authorized any group to do their thinking 
for them; they have not handed over either themselves or 
their affairs to any temporary occupants of public office, nor 
to those who sensationally and with momentary luck assault 
the popular ear. This will continue to be a land of free 
speech—the freer the speech, the swifter the verdict—but 
any individual who claims to have behind him sufficient 
support to coerce the American people, is simply deluded. 
Events will disprove his prophesies and truth will expose 
his error. The only institution with millions of people 
behind it in this country is the United States Government— 
as long as it walks the straight line of American principle. 
When it crosses that line, the people are still behind it to 
haul it back to its duty. ‘ 

To start a revolution you must have a people so stupid 
in their mind, so ignorant of their rights, that they can be 
thrown into panic and quickly brought under bondage by 
a small and desperate group; OR, you must have a wide- 





spread condition so calculatedly vicious that an intelligent 
people rise unanimously to remove it. Our people are not 
ignorant or stupid enough to be stampeded by any coterie 
of destroyers. And we permit no vicious system to become 
so strongly entrenched here that we must burn the country 
down to get rid of it—we handle it before it reaches that 
stage. 

Americans are too practical a people to be thinking 
about revolution. They don’t build so badly that they have 
to blow up their national house every little while. By some 
inspired foresight, every social good that men desire has been 
implicit and inherent in the American plan from its begin- 
ning. All the social, political and economic aspirations of 
the centuries are there in embryo. The American choice 
is never between revolution and stagnation. Our ordinary 
daily progress is one of the most revolutionary forces in 
history. America is the revolution. We take more in our 
normal daily stride, than any revolution has ever achieved 
by its most violent convulsions. This very hour the Ameri- 
can ideal is of more vital value to mankind than all the 
precarious revolutionary experiments now being tried on this 
planet. Economic liberation will already have arrived by 
the American system while revolutions are still stumbling 
around in the dark trying to find the way. 

Americans have no revolutionary heredity. The Ameri- 
can Revolution was not against our way of life, it was 
against interference with it. Our people can always be 
counted on for that. Whatever impedes their orderly de- 
velopment will always feel the weight of their hand. It 
is written in their natures so to do. ‘Their instincts are 
all set for it. But that is not revolution: that is the spirit 
of consistent national continuity. 

The mistake of revolutionaries is to assume that Ameri- 
ca is a formless mass as yet, with no internal shaping 
principle—a lump of putty to be molded into this or that 
by any hand that can grasp it. But the noble lineaments 
of America were determined long ago; her lines of develop- 
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ment are divinely directed; her destiny is fixed—no power 
in heaven will, and no force on earth can corrupt her soul 
or turn her from her course. 

Then cease confusing the fads of the moment with the 


trend of the times. ‘There are eddies on the stream, wind- 


blown’ ripples that cloud the waters; but the deep current 
of our national life is unchanged—it flows unchecked and 
strong along its ancient channel. Sophistries and subversion 
are the eddies and the ripples; but the heaven-fed current 
of American destiny bears us on. 


What Is Inflationr 


By EDWARD WALTER KEMMERER, Professor of Finance at Princeton University 
At a luncheon, sponsored by Fiduciary Council, Inc., Bankers Club, N. Y., Feb. 21, 1935 


has a variety of meanings, and, to avoid confusion, it 

will be wise at the beginning for me to state the mean- 
ing in which I am using the term. It is a meaning widely 
accepted among economists, although not the only possible 
one, and has the advantage of conforming fairly closely to a 
widespread popular usage. Inflation, I would say, exists in a 
country whenever the supply of money and of circulating bank 
credit, i.e., deposit currency, increases relatively to the demand 
in such a way as to cause a rise in the general price level. This 
definition implies an acceptance of the principle that the law 
of supply and demand applies to money as it does to other 
commodities. Increase the supply of money and of deposit 
currency relatively to the demand, namely, to the physical 
volume of goods and services to be exchanged, and money be- 
comes cheaper in relation to goods. In other words, the com- 
modity price level rises. Decrease the supply of money and of 
deposit currency relatively to the demand and there is not 
“enough to go around” at the old price level. Prices, there- 
fore, tend downward. In other words, money becomes dearer 
in relation to goods and a given amount of money will buy 
more goods that it did before. 

‘The supply of money and the supply of deposit currency 
which constitute our circulating media must always be inter- 
preted in terms of their respective velocities of circulation. 
Over 90 per cent of our business is performed by means of 
bank deposits circulating through bank checks. Just as a 
country’s supply of freight car service depends not only upon 
the number of freight cars available, but equally upon the 
speed at which these cars travel, and as the supply of freight 
car service available would be roughly twice as great if the 
cars moved at an average speed of 40 miles an hour as it would 
if their average speed was only 20 miles an hour, so, likewise, 
a doubling of the velocities at which our money and bank de- 
posits circulate would be in effect equivalent to a doubling of 
the supply of media of exchange. 

It takes time—often a long time—for an increase in the 
volume of money and of deposit currency, relative to the 
physical volume of business to be done, to work out its full 
effects in raising the price level. Such an increase sets into 
operation powerful economic forces, affecting interest rates, 
gold production and movements, the international flow of 
goods and securities and the like, forces that sooner or later, 
and with widely varying degrees of lag for different classes of 
commodities, push up the price level. This is inflation. 

With the primary object of raising commodity prices, in 
other words, of reducing the value of the dollar in which all 
debts are payable and of thereby lightening the burden of the 
debtor classes—a burden which, unfortunately, had been 


, \HE word ‘inflation,’ like all general economic terms, 





materially increased by the fall of commodity prices following 
the crash of 1929—the Roosevelt Administration early in 
1933 decided upon a policy of currency and credit expansion, 
in other words, of deliberate inflation. The policy was to give 
the body economic a good shot in the arm with the inflation 
virus—a powerful virus that history has repeatedly shown 
works slowly at first (especially if the patient is run down), 
but works with progressive force later. The patient enjoyed 
the sensation of the first inoculation and wanted more, but the 
doctor and patient both were surprised and disappointed that 
the immediate stimulating results were so mild. Hence, con- 
tinually repeated and larger shots in the arm have been given 
—shots in the form of: (1) large open-market purchases of 
government debt by the Federal Reserve banks; (2) enormous 
public works expenditures; (3) reduction in the gold content 
of the dollar by 41 per cent and repudiation of gold contracts ; 
(4) loans of public money on an enormous scale to all sorts of 
private enterprises and the granting of government guarantees 
to billions of dollars of other loans; (5) expenditures of 
hundreds of millions of dollars of government money to raise 
prices of farm products from cotton to peanuts; (6) gold 
purchases according to the Warren plan; and (7) heavy 
purchases of silver to constitute an increasing base for currency 
and credit expansion—purchases that will probably involve 
ultimately, if the plan is carried through, the expenditure of 
literally hundreds of millions of dollars of public funds for 
the accumulation of an enormous and perfectly useless silver 
monetary reserve. 

The President is now seeking authority from Congress 
to spend at his own discretion next year nearly five billions of 
dollars more for emergency relief purposes. “There seems to 
be no limit to the demands of the inflationists. The patient’s 
system is now full of this inflation virus, and it is working— 
slowly but powerfully. 

Although the physical volume of business in the United 
States at the end of the year 1934 was only about two-thirds 
of what it was in the supposedly normal year 1926 and 
although the general price level at which this business was 
being transacted averaged only about 81 per cent of that of 
1926, the number of dollars in circulation was 15 per cent 
greater, the country’s gold stock in terms of dollars was 90 
per cent greater, its total stock of money was 70 per cent 
greater, and the volume of bank deposits was only about 10 
per cent less. At the end of the year 1934 the country’s bank 
reserves in excess of legal requirements were about 54 times 
as great as the average for the boom year 1929. Interest rates 
for some time had been ruling the lowest in our history, the 
reserves of the Federal Reserve banks were high, and the 
member banks were borrowing practically nothing from the 
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Federal Reserve banks. The country is simply glutted with 
money and deposit currency, and this glut has for a long time 
been exercising a strong upward pressure on prices. How have 
prices responded to this pressure? 


In brief, the story of what has happened to commodity 
prices since February 1933, the last month in which the 
country was on a real gold standard, is as follows: 


The prices of gold and the gold exchanges and of com- 
modities purchased in gold standard countries, in terms of 
American dollars, have risen on the average about 69 per cent. 
In other words, they have registered fully the Government's 
41 per cent reduction in the gold content of the dollar. Prices 
of farm products in general (February 1935) have risen 93 
per cent. Moody’s Daily Spot Index of 15 staple commodities 
in international trade (February 1935) has risen 95 per cent. 
The New York Times Annalist Weekly Index Number of 
Wholesale Prices (February 1935) has risen 55 per cent. The 
Bureau of Labor Statistics Wholesale Price Index (February 
1935) has risen 32.6 per cent, the general price level 13.7 per 
cent (January 1935), and the cost of living 14.3 per cent. 


If the value of gold remains where it was in February 
1933, and approximately where it is today, in the free gold 
markets of the world, the cost of living will have to rise by 
about 50 per cent above what it is today before the ‘slack’ 
represented by the reduction of 41 per cent in the gold content 
of our dollar has been completely taken up. If, however, as 
appears more likely, the value of gold depreciates to its 1926 
level after the present crisis-stimulated and world-wide 
scramble for gold has subsided, then, when once the ‘slack’ 
represented by the reduction in the gold content of the dollar 
has been completely taken up, the cost of living will be about 
116 per cent higher than it is now. These estimates are made 
on the very conservative assumption that we shall have no 
further reduction in the gold content of the gold dollar and 
no uncontrolled inflation. ‘They merely represent complete 
commodity price adjustments to the new 59-cent dollar. 


If, however, we should have an uncontrolled inflation in 
the future, it would probably take place chiefly in two closely 
related ways: First, in a further expansion of deposit currency 
and paper money, resulting from bank loans made to the 
Government to enable it to carry on its enormous program of 
public expenditures, without resorting to a substantial increase 
in taxation; and, second, in a dangerous speeding up of the 
velocities at which bank deposits and money circulate—a 
speeding up that would result from a declining public confid- 
ence in our money—in other words, a ‘flight from the dollar.’ 
Let us consider briefly each of these two methods of inflation. 

In addition to our state, municipal, and other local debts, 
which total something like $20 billion, we have today a 
National Government debt (without deduction for the bal- 
ance in the general funds of the Treasury) amounting to over 
$28 billion. This national debt is by far the largest in our 
history. By the end of the next fiscal year, according to official 
estimates, it will be twice as large as it was in 1931. And yet, 
as early as March 10, 1933, President Roosevelt said in his 
message to Congress: 


“For three long years the Federal Government has been 
on the road toward bankruptcy. ... 

“Too often in recent history liberal governments have 
been wrecked on rocks of loose fiscal policy. We must avoid 
this danger. 





“It is too late for a leisurely approach to this problem. 
We must not wait to act several months hence... . 
“We must move with a direct and resolute purpose now.” 


The really dangerous part of the situation, however, is 
not so much the present size of our national debt—as bad as 
that is—but the rate at which that debt is growing and the 
fact that the forces that usually curb excessive government ex- 
penditures are at present comparatively ineffective. The usual 
antidote for extravagant government expenditures is heavy 
taxation and the resulting vigozous protests of the electorate 
against rising taxes. 

The situation, however, is very different and the public’s 
control is rendered ineffective when heavy expenditures are 
financed chiefly through the sale of government debt to the 
banks, which the banks pay for by expanding their note circu- 
lation, or, more importantly, by placing to the Government's 
credit bank deposits that the Government may pay out as it 
desires by means of checks. This practice spells inflation. 

At the end of February of the supposedly normal year 
1926 approximately 27 per cent of the total bills and securities 
owned by our twelve Federal Reserve banks consisted of 
United States Government debt. ‘Today that percentage is 
approximately 99. More than half of our total United States 
Government debt is now held by our banks and this percentage 
has been growing rapidly for a long time. 


The reasons why our banks are so loaded up with United 
States Government securities are well known. ‘The various 
inflationary policies of the Government have been purposely 
directed to glutting the banks with funds so as to force upon 
them a reduction of the interest rates charged for loans, ex- 
tremely liberal loan and investment policies and currency and 
credit expansion, with the object of raising commodity prices. 
The business depression and the lack of confidence of the 
public in the nation’s immediate economic recovery—a lack of 
confidence that persists largely by reason of the many extremely 
radical measures that are being taken and threatened in Wash- 
ington—these have been drying up the usual commercial and 
industrial demands for bank loans. What else can most of our 
banks today do with their enormous surplus funds than buy 
government securities ? 

When prices rise under the stimulus of inflationary 
forces, the costs of government likewise advance and the gov- 
ernment therefore needs continually increasing revenues; but 
rising costs of living, with the usual lag in wage advances, 
make the public increasingly resistant to higher taxes. For 
the obtaining of the additional revenues required to meet 
these growing expenses, pressure therefore becomes strong 
upon both Congress and the President to resort increasingly 
to inflation rather than to heavier taxation. Financing through 
inflation accordingly tends to become progressively the line 
of least resistance and this policy is therefore all too often 
continued until it terminates in disaster. 

The second method through which inflation may occur 
is through greatly increased velocities of money and bank 
deposit circulation, a mechanism which in this country would 
be called a ‘flight from the dollar.’ So long as the American 
public retain confidence in their currency, so that there is no 
flight from the dollar, these velocities tend to increase as 
business confidence increases and to decrease as business con- 
fidence decreases. When, however, the public lose confidence 
in their money, the velocities tend to increase as the public’s 
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confidence in the money declines. Then, inflation often 
starts suddenly and becomes violent simply through increased 
velocities of circulation and without any increase whatsoever 
in the actual volume of money in circulation. We hear a 
great deal of ‘controlled inflation,’ but because inflation is so 
much a matter of confidence, which in turn is often largely 
a matter of volatile mass psychology, inflation is one of the 
hardest things in the world to control if it once gets started. 
A flight from the dollar occurs when the public lose confidence 
in the future of their money. They lose confidence in their 
money when they see their government financing enormous 
expenditures, many of them unreasonable and extravagant, 
by means of inflation rather than by means of taxation. 

So far we have defined the term ‘inflation,’ tried to give 
some idea of the extent to which inflation has already taken 
place in the United States, and explained briefly two ways in 
which serious inflation might take place, namely, government 
financing of excessive expenditures through borrowing from 
the banks, and a flight from the dollar resulting from greatly 
increased velocities of circulation. With this as a background, 
I will try to give you briefly my personal judgment upon the 
six questions which our host has requested me to answer. 
Some of these questions are broad and involve complications 
that do not appear upon the surface. A brief answer to such 
questions is always dangerous. May I ask your indulgence, 
therefore, to consider my answers in this light and as requiring, 
in the interests of strict accuracy, qualifications in some in- 
stances which time will not permit me to take. 

Question 1. What other nations have deliberately em- 
barked on an inflation program ? 

Answer. The practice of rulers of debasing the coin of 
the realm, namely, of reducing the metallic content of the mone- 
tary unit, with the object of gaining for theinselves or for the 
government treasury the so-called ‘seigniorage profit,’ dates 
back to the beginnings of metallic money history. The Em- 
peror Wu Ti in China, for example, whose reign began 140 
B.C. is reported to have debased the coins of China in a few 
years’ time to the merest fraction of their former weight. 
Such coinage debasement is a method of inflation. It was 
practiced deliberately. 

Every nation of the world has experienced paper money 
inflation and most of them have done so many times. From 
the days when our colonial fathers settled this country to the 
present time we in the United States have had literally dozens 
of experiences with paper money inflation. In view of the 
thousands of cases of such paper money inflation recorded in 
the world’s monetary history, from the days of ancient China 
to the present time, it would be rash for anyone to say that 
there has never before been a case of paper money inflation by 
a country which, at a time when it was on a metallic money 
standard, deliberately and wilfully gave up that standard and 
embarked upon an inflationary policy. It is the only instance 
of the kind, however, of which I have ever heard. For over 
a century at least, inflation on any considerable scale has prac- 
tically everywhere been looked upon as an evil—a device to be 
countenanced, if at all, only under heavy pressure and for 
meeting an extreme emergency. 

Question 2. When the forces of inflation are operating 
strongly, what usually happens to people who (a) have foreign 
balances, (b) own foreign stocks and foreign bonds? That 
is, what measures do governments take against them ? 

Answer. This question is one that cannot be satisfactorily 


answered in a few minutes, because the policies adopted by 
different countries have been so different and the procedures 
often have been so complicated. In general terms, the answer 
is as follows: 

Serious inflation usually takes place only in times of war 
or of other great national emergency, when governments are 
hard-pressed for funds. In such times of national emergency 
most countries may lawfully commandeer for public purposes 
the property of their citizens wherever it is located. If it is 
abroad, the government may require it to be brought home. 
In anticipation of such a policy, a government may require 
from its citizens a sworn declaration of the character and 
location of any property they may own abroad. 

In times of inflation and of attempted flight from the 
national money, it is the almost universal practice of nations 
to impose heavy restrictions upon the exportation of capital 
and to con. el the proceeds of exports of merchandise and 
securities to be brought home. Foreign exchange operations 
are often subjected to meticulous governmental control. Any 
capital leaving the country or left abroad contrary to official 
regulations is likely to be subject to seizure, while the owner 
may be made liable to fine and imprisonment. 

As for bank balances, foreign stocks and foreign bonds 
belonging to a country’s citizens at the time the emergency 
occurs, greater leniency is usually shown; but, even here, 
governments often require the funds to be brought home or 
otherwise mobilized for public needs. Let me cite a few 
instances. 


Great Britaim. In November 1915 the British Govern- 
ment adopted a plan for mobilizing the foreign investment 
holdings of the British people and for their use to stabilize 
the American exchanges and to create credits in the United 
States against which purchases of war supplies could be 
financed. Holders of such securities were requested to sell 
them or lend them to the British Treasury for sale in America 
or for use as collateral behind issues of dollar bonds to be 
sold by Great Britain in the United States. The owners of 
these securities which were used as collateral received in return 
for them from the Government certificates entitling them to 
the interest which the loaned securities yielded plus a small 
additional payment. The Government reserved the right to 
purchase all such securities at a fair market rate. Although 
the delivery of these foreign securities to the Government 
was supposed to be optional with the owner, and solely a 
matter of national patriotism, strong pressure was brought 
to induce the owners to turn them over to the Government, 
and resistance on the part of some owners of mobilized 
securities was later met by the imposition of a special tax on 
the incomes received by British subjects from all such securi- 
ties that they continued to hold. The total amount of securities 
mobilized in this way is reported to have been approximately 
655 million pounds sterling. 


France. During the War and the years immediately 
following, France imposed elaborate restrictions on foreign 
exchange operations and adopted drastic measures for pre- 
venting the ‘flight from the franc.’ In 1916 the French Gov- 
ernment adopted a policy somewhat similar to that of the 
British Government for mobilizing privately owned securities 
for the use of the Government in creating foreign credit. 


Germany. Here, most elaborate exchange regulations 
were imposed and the flight of capital from the country was 
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heavily penalized. As late as 1923 the Reichsbank was given 
the right to claim foreign currency and precious metals. 

Italy. Very recently, under decrees of December 8, 1934 
and February 16, 1935, Italy has taken vigorous measures to 
prevent the flight of capital from the country and to force 
back into Italy certain classes of investments of Italian citizens 
held abroad. Such holdings must be reported to the Govern- 
ment. According to these decrees, money in current or 
deposit accounts or otherwise held abroad and money due 
for goods sold abroad belonging to banks and business houses 
must be offered to the National Institute for Foreign Ex- 
change. If requested, the possessor must sell at the current 
rates all immediately realizable credits and, at a price to be 
settled, the non-liquid credit. ’ 

Of course, foreign exchange regulations and other re- 
strictions on the flight of capital are often evaded on a large 
scale when it becomes highly profitable to do so, and in most 
countries having such restrictions there is an active bootleg 
market. However, highly responsible individuals and finan- 
cial and business houses cannot well resort to such unlawful 
practices. Moreover, in some countries, as, for example, 
Turkey at the present time, drastic regulations of this char- 
acter are pretty effectively enforced on all classes of people. 

Question 3. Is it necessary for the United States Gov- 
ernment to lose possession of its gold before extreme inflation 
can ensue? If not, why not? 

Answer. The countries of Europe that suffered serious 
inflation in the post-war period practically all retained sub- 
stantial gold reserves throughout the inflation. During the 
entire time that Germany’s currency was going down the 
toboggan slide until it was ultimately stabilized at the rate 
of one trillion paper marks to one gold mark, the German 
Reichsbank and the Darlehnskassen held substantial gold 
reserves. Although these gold reserves tended downward 
during the worst three years of the inflation, i.e., 1921-1923, 
and were less than half as much at the end of the period as 
at the beginning, at the end of December 1922 they were 
worth at current exchange rates in Berlin on New York 
nearly eight times as much as the total volume of paper money 
in circulation (exclusive of emergency currency) was worth 
in terms of current gold exchange rates, and they were worth 
about three times as much as this total volume of money in 
circulation plus all of the deposits of the Reichsbank and all 
the deposits collectively of the large Berlin banks with their 
branches scattered throughout the country. 

These German gold reserves were not used, because all 
money was inconvertible. A gold reserve that is kept idle 
and is not actually paid out in redemption or exchange for 
notes and deposits is of practically no effect. As a reserve it is 
dead. On December 31, 1923 the gold value of the 497 quin- 
tillion paper marks then in circulation (exclusive of emergency 
currency), computed at current Berlin-New York exchange 
rates, was equivalent to 457 million gold marks, and the gold 
reserve of the two banks issuing this currency was about | ,900 
million gold marks. In other words, the value of the gold 
reserve was four times as large as the gold value of this 
astronomical volume of paper money circulation. How long 


would 1,900 million gold marks have lasted at that time if 
the Reichsbank had offered to redeem on demand paper marks 
at par in gold marks? And, on the other hand, of what value 
was a gold reserve in maintaining the parity of this vast 
circulation of paper money if it was kept buried in the vaults 


of the banks and not paid out in redemption of the currency? 

Monetary history is full of examples similar to this of 
countries whose currencies under the influence of inflationary 
forces have depreciated rapidly, in spite of the possession of 
large gold reserves. 

Why this is true can perhaps be made clearer by a 
simple hypothetical illustration. Assume a gold standard 
country in which all transactions are effected by means of gov- 
ernment paper money, the use of bank checks being unknown. 
Assume that this country requires a monetary circulation of 
$10 billion to enable it to maintain its commodity price 
level in equilibrium with the price levels of other gold standard 
countries, that it has a five-billion dollar gold reserve, and that 
all of its ten billion dollars of paper money are convertible on 
demand into gold and that there is a free gold market with 
no restrictions whatever upon the exportation, importation or 
holding of gold. Under such conditions, assume that the 
government, in order to increase its revenues greatly without 
increasing taxes, issues $10 billion additional paper money, 
thereby doubling the amount of paper money in circulation. 
Under such circumstances, commodity prices would rise. In 
other words, the currency would depreciate in terms of goods, 
because the supply of money had been enormously increased 
in relation to the supply of goods to be exchanged. Since the 
paper money was convertible into gold on demand, there 
would be a rush for its conversion, and all of the gold money 
would promptly be exported (except that which went into 
hoards or into the arts at home), because, under the conditions 
assumed, the gold would now be worth much more as money 
abroad than at home; while the paper money, which had no 
foreign market, would be kept at home. After all the gold 
money had disappeared, the currency would be on a depre- 
ciated paper money basis, for there would still be $15 billion 
of paper money in circulation, with no increase in the physical 
volume of business to be done, and all of this money would 
now be inconvertible. 

If, on the other hand, when the volume of paper money 
was increased from $10 billion to $20 billion, the privilege 
of convertibility had been removed, then the gold reserve 
would have been retained, but it would have been dead, and, 
like the gold reserve of Germany in 1922, would have had 
practically no effect upon the value of the paper money. Since 
the supply of money would have been doubled relative to the 
demand, the money would have depreciated greatly, regardless 
of the existence of a large but unused reserve. 

Although a large part of the world today is off the gold 
standard, the world’s supply of monetary gold at the end of 
1934 was 24 per cent greater than in October 1929, and many 
of the countries whose currencies have been depreciating in 
terms of gold during recent years, including England and the 
United States, have larger gold reserves today than they had 
in 1929. 

The possession of a large gold reserve, therefore, affords 
no guarantee whatsoever against a serious inflation. 

Questiom 4. Can the present rate of government receipts 
and expenditures long remain unchanged without creating 
such an accumulation of budgetary deficits as to cause a 
collapse of the dollar? 

Answer. Monetary history shows that inflation usually 
results from accumulating budgetary deficits, and that, if such 
deficits are continued long enough, serious inflation is inevit- 
able. The question of just how large an accumluation of 
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deficits a nation can stand without being forced into serious 
inflation is one that is impossible to answer because the answer 
depends not only upon economic considerations, but also on 
public confidence and politics. We are piling up these deficits 
now at an alarming rate and the forces that usually operate 
to check extravagant spending are peculiarly ineffective at the 
present time. This is true because the Government is obtain- 
ing its revenue largely through an inflationary process ot 
borrowing from the banks, and not through taxation and bor- 
rowing directly from the public, and because these heavy 
public expenditures nearly all ‘have votes’. 


Questiom 5. People say that Sweden has revived pros- 
perity by the same monetary methods used here. Is this true? 


Answer. Sweden’s economic life is closely tied up with 
that of Great Britain. When England was forced off the 
yold standard, Sweden followed her. Since that time Sweden’s 
price level has been fairly stable, although there have been 
substantial fluctuations in the prices of different classes of 
commodities that constitute the price level. Wholesale prices 
in general at the end of the year 1934 were 74 per cent higher 
in Sweden than they were for the month in which the gold 
standard was given up, and the cost of living was practically 
the same at the two dates. Sweden’s policy was directed more 
toward stopping deflation, than toward bringing about infla- 
tion. Our American policy has been very different. We have 
set out deliberately to inflate. A substantial advance in the 
commodity price level has been the declared policy of our 
Administration. Our commodity prices, in fact, have been 
moving strongly upward since we gave up the gold standard. 
They are now much higher than they were at that time, and 
the inflationary forces which we have set into operation are 
as yet far from being fully effective. Sweden’s monetary 
policy, therefore, has been very different from ours, and the 
results she has attained are likewise widely different. Further- 
more, the Swedish Parliament and our Congress are very 
different organizations. 

Question 6. Most people who doubt the probabilities of 
inflation say that England’s per capita debt is nearly three 
times as large as that of the United States. What is the 
significance of this? 

Answer. It is misleading to measure the public debt 
burdens of different countries by per capita national debt 
figures, and this is particularly true when the debt of a de- 
centralized Federal nation, like the United States with its 48 
commonwealths, is compared with the debt of centralized 
states, like England and France. For example, approximately 
two-fifths of our total American public debt of something like 
$50 billion consists of the debts of our 48 States and of our 
local governments, while the non-national public debt of the 
United Kingdom and France are of relatively much less 
importance. 


None the less, when full allowance is made for this fact, 
it is true that the per capita debt burden of Great Britain is 
today much greater than that of the United States. According 
to a recent study made by the National Industrial Conference 
Board the per capita gross public debt of the United States 
(national, state and local) for the fiscal year 1934 was $375 
(and net, $340), as compared (on the basis of the old parity 
of exchange) with $951.46 for the United Kingdom in 1932. 
This gives the United Kingdom a per capita debt approxi- 
mately two and a half times that of the United States. 


In the interpretation of these figures, however, several 
important facts should be taken into account: (1) When one 
compares the United States with Great Britain in the matter 


‘of the public debt, he is making the comparison with one of 


the most heavily debt-burdened countries in the world. Great 
Britain was hit much harder by the World War than we 
were. The casualties of the British Empire, for example, 
were six times those of the United States and were equivalent 
to about three-fourths of our total American mobilized forces. 
After the War, during the years 1921 to 1929, when the 
United States was enjoying for most of the time great pros- 
perity and was rapidly reducing her national debt, Great 
Britain ‘was experiencing an economic depression the greater 
part of the time and was much worried over what appeared to 
be a decline in her relative economic position among the indus- 
trial nations of the world. Although our own national debt 
declined between 1921 and 1929 from $24 billion to approxi- 
mately $17 billion, Great Britain’s national debt remained 
practically unchanged during that time at near its post-war 
maximum of approximately $38 billion. 

(2) Our American national debt during the last few 
years has been growing by leaps and bounds, while Great 
Britain’s has been remaining practically constant. The United 
States Government every fiscal year since June 30, 1931 has 
spent over twice as much as its revenue receipts, while Great 
Britain for the past two years has balanced her budget. She 
has in fact incurred practically no increase in her national debt 
since the crisis of 1929, while we have increased ours by about 
70 per cent, and, according to official estimates, will have a 
national debt by the end of the next fiscal year about twice 
as large as that of 1931. For the latest dates covered by the 
February 1935 number of the Bulletin of Statistics of the 
League of Nations (November 1934 for the United States 
and the third quarter of 1934 for the United Kingdom) in- 
dustrial production in the United States was 66.7 per cent as 
large as it was for the year 1928, while that for the United 
Kingdom was 99.8 per cent as large. In other words, Great 
Britain had gotten back to the 1928 level, while we were only 
about two-thirds of the way back. 

(3) From the fiscal year 1926-1927 to 1931-1932 the 
ratio of taxes to national income in the United Kingdom in- 
creased from 23.0 to 25.7, or by 12 per cent, while the ratio 
of taxes to national income in the United States for approxi- 
mately the same period increased from 11.0 to 20.3, or by 85 
per cent. 

(4) Great Britain today is not only balancing her 
budget, while we are running enormous deficits which we are 
financing chiefly by borrowing through our banks, but Great 
Britain is collecting a much larger percentage of her revenue 
in the form of direct taxes levied on the masses of the people 
than we are. Roughly speaking, about six times as large a 
percentage of the population of the United Kingdom pay 
income taxes as do in the United States. For a married man 
the exempted income in the United Kingdom is about $750, 
as compared with $2500 in the United States. Furthermore, 
the tax rates on income in the lower brackets are very much 
higher in Great Britain than in the United States. Since a 
much larger proportion of the voters in the United Kingdom 
pay income taxes than in the United States, and since the 
British Gover ment is financing itself chiefly through taxes, 
while we are financing our National Government’s expendi- 
tures chiefly through borrowing from the banks, the British 
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electorate is very much more resistant to extravagant govern- 
ment expenditures than is the American public. It was 
through controlling the King by controlling the King’s rev- 
enues that the Anglo-Saxon race won its liberties. The 
people’s control of the national purse was the mother of 
democracy. The historian Freeman refers to “the power of 


the purse” as “the surest safeguard of freedom,” and it was 
Thomas Jefferson who said: “The purse of the people is the 
real seat of sensibility.” 

In her present-day fiscal policy Great Britain is running 
true to Anglo-Saxon traditions. Can the same be said of 
the United States? 


Message to Congress on Drug Bill 


By PRESIDENT FRANKLIN D. ROOSEVELT 
March 22, 1935 


O the Congress of the United States: 
Every enterprise in the United States should 
be able to adhere to the simple principle of honesty 
without fear of penalty on that account. Honesty ought 
to be the best policy, not only for one individual, or one 
enterprise, but for every individual and every enterprise in 
the nation. In one field of endeavor there is an obvious 
means to this end which has been too long neglected: the 
setting up and careful enforcement of standards of identity 
and quality for the foods we eat and the drugs we use, to- 
gether with the strict exclusion from our markets of harm- 
ful or adulterated products. 

The honor of the producers in a country ought to be 
the invariable ingredient of the products produced in it. 
The various qualities of goods require a kind of dissemina- 
tion which is not at the command of consumers. They are 
likely to confuse outward appearance with inward integrity. 

In such a situation as has grown up through our rising 
level of living and our multiplication of goods, consumers 
are prevented from choosing intelligently and producers are 
handicapped in any attempt to maintain higher standards. 
Only the scientific and disinterested activity of government 
can protect this honor of our producers and provide the 
possibility of discriminating choice to our consumers. 

These principles have long been those on which we 
have founded public policy. But we have fallen behind 
in their practical application. No comprehensive attempt 
at reform in the regulation of commerce in food and drugs 
has been made since 1906. I need not point out to you 
how much has happened since that time in the invention 
of new things and their general adoption, as well as in the 
increase of advertising appeals. Because of these changes 
loopholes have appeared in the old law which have made 
abuses easy. 


It is time to make practical improvements. A measure 
is needed which will extend the controls formerly applicable 
only to labels to advertising also; which will extend pro- 
tection to the trade in cosmetics; which will provide for 
a cooperative method of setting standards and for a system 
of inspection and enforcement to reassure consumers grown 
hesitant and doubtful; and which will provide for a neces- 
sary flexibility in administration as products and conditions 
change. 


I understand this subject has been studied and discussed 
for the last two years, and that full information is in the 
possession of the Congress. 


No honest enterpriser need fear that because of the 
passage of such a measure he will be unfairly treated. He 
would be asked to do no more than he now holds himself 
out to do. It would merely make certain that those who 
are less scrupulous than I know most of our producers to 
be, cannot force their more honest competitors into dishonor- 
able ways. 


The great majority of those engaged in the trade in 
food and drugs do not need regulation. They observe the 
spirit as well as the letter of existing law. Present legisla- 
tion ought to be directed primarily toward a small minority 
of evaders and chiselers. At the same time even-handed 
regulation will not only outlaw the bad practices of the 
few, but will also protect the many from unscrupulous com- 
petition. It will, besides, provide a bulwark of consumer 
confidence throughout the business world. 


It is my hope that such legislation may be enacted at 
this session of the Congress. 


FRANKLIN D. Rooseve_t 


The White House, March 22, 1935. 


A Call to Republicans 


By EX-PRESIDENT HERBERT HOOVER 


Read to the Convention of the California Republican Assembly at Sacramento, California, March 23, 1935 


sibility that has come to it since the days of Abra- 
ham Lincoln. That responsibility is to raise the 
standard in defense of fundamental American principles. It 
must furnish the rallying point for all those who believe 


TT: Republican party today has the greatest respon- 


in these principles and are determined to defeat those who 
are responsible for their daily jeopardy. 

1. The American people have directly before them the 
issue of maintaining and perfecting our system of orderly 
individual liberty under constitutionally conducted govern- 
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ment, or of rejecting it in favor of the newly created system 
of regimentation and bureaucratic domination in which men 
and women are not masters of government but are the pawns 
or dependents of a centralized and potentially self-perpetuat- 
ing government. 

That is, shall we as a nation stand on the foundations 
of Americanism, gaining the great powers of progress in- 
herent in it, correcting abuses which arise within it, widening 
the security and opportunities that can alone be builded 
upon it? 

Before us is the sink into which first one great nation 
after another abroad is falling. America must look today, 
as in the past, to the creative impulses of free men and 
women, born of the most enterprising and self-reliant stock 
in the world, for productive genius, for expansion of enter- 
prise, for economic recovery, for restoration of normal jobs, 
for increased standards of living, for reform of abuse of 
vovernmental or economic powers, and for advance from 
outworn modes of thought. The freedom of men to think, 
to act, to achieve, is now being hampered. 

2. The American people have a right to determine for 
themselves this fundamental issue, and it is solely through 
the Republican party that it can be presented for determina- 
tion at the ballot box. To accomplish this the country is 
in need of a rejuvenated and vigorous Republican organiza- 
tion. That rebirth of the Republican party transcends any 
personal interest or the selfish interest of any group. That 
organization will be the stronger if, like your own sessions, 
it springs from the people who believe in these principles. 

3. It is well that the young men and women of the 
Republican party should meet and give attention to this 
drift from national moorings. Some of the concrete results 
of these policies are already apparent. The most solemn 
government obligations have been repudiated. The nation 
is faced with the greatest debt ever known to our country. 
The currency has been rendered uncertain. 

The government has been centralized under an enor- 
mous bureaucracy in Washington which has dictated and 
limited the production of our industries, increasing the cost 
and prices of their products with inevitable decreased con- 
sumption. Monopolistic practices have been organized on a 
gigantic scale. Small business men have been disabled and 
crushed. 

Class conflicts have been created and embittered. The 
government has gone into business in competition with its 
citizens. Citizens have been coerced, threatened and penal- 
ized for offenses unknown to all our concepts of liberty. 
The courts are proclaiming repeated violations of the Con- 
stitution. 

Because of food destruction and restraint on farm pro- 
duction, foreign food is pouring into our ports, purchase of 
which should have been made from our farmers. The cost 
of living is steadily advancing. More people are dependent 
upon the government for relief than ever before. 

Recovery is still delayed. The productive genius of 
our people, which is the sole road of recovery and to 
increased standards of living, is being stifled, the nation 
impoverished instead of enriched. The theories of this 
administration do not work. They are no longer a propa- 
gandized millennium; they are self-exposed. 

4. The people have a right to an opportunity to change 


these policies. It is the duty of the Republican party to 
offer that opportunity. And beyond insistence upon Ameri- 
can foundations of government, it is the duty of the party 
to insist upon realistic methods of recovery, real jobs for 
labor and real markets for the farmer. Those methods lie 
in removing the shackles and uncertainties from enterprise. 

After nearly six years of depression, liquidation, re- 
striction of all manner of purchases and improvements, we 
stand on the threshold of a great forward, economic move- 
ment, if only the paralyzing effects of mistaken govern- 
mental policies and activities may be removed. 


The present conception of a national economy based 
upon scarcity must in all common sense be reversed to an 
economy based upon production, or workman, farmer and 
business man alike are defeated. Surely economic life ad- 
vances only through increasing production by use of every 
instrument science gave to us, through lowering of costs 
and prices with consequent increase in consumption, and 
through higher real wages to the worker and real return 
to the farmer. 


Effective reform of abuses in business and finance must 
be undertaken through regulation and not through bureau- 
cratic dictation or government operation. Protection to in- 
dividual enterprise from monopolies must be re-established 
whereby the smaller businesses may live. Stifling uncer- 
tainties of currency manipulation must be removed. Gov- 
ernment expenditures which, if continued on the present 
scale, can create only bankruptcy or calamitous inflation 
must be curtailed. 

The effective participation of the States and local gov- 
ernments in relief under non-partisan administrators must 
be re-established so that waste, extravagance, and politics 
may be eliminated and the people better served. Great 
social problems of better safeguards to the individual against 
the dislocations of advancing industry, national calamity and 
old age must be discovered. 


But these problems of business, agriculture and labor 
become much easier with a restoration of economic common 
sense. Indeed, a score of economic and social questions 
must be solved, and in their answers are locked the real 
advancement of life and the attainment of security and 
contentment in the American home—for that is the ultimate 
expression of American life. But their solution will not 
be found in violation of the foundations of human liberty. 


5. It is well that we pause a moment to examine what 
objectives we wish to secure from the vast complex of in-- 
visible governmental, economic and social forces which 
dominate our civilization. The objective of American life 
must be to upbuild and protect the family and the home, 
whether farmer, worker or business man. 

That is the unit of American life. It is the moral and 
spiritual as well as the economic unit. With its independ- 
ence and security come the spiritual blessings of the nation. 
The fundamental protection of these homes is the spirit as 
well as the letter of the Bill of Rights, with the supports 
from the framework of the Constitution. They must be 
given peace with the world. 

There must be confidence in the security of the job, 
of the business, of the savings which sustain these homes. 
Increased standards of living, leisure and security can come 
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to that home through unshackling the productive genius of 
our people. The advancement of knowledge must be trans- 
lated into increasing health and education for the children. 
There must be constantly improved safeguards to the family 
from the dislocations of economic life and of old age. 

With the growth of great industrial forces we must 
continue to add unceasing protections from abuse and ex- 
ploitation. We must be liberal in reward to those who 
add service, material or spiritual wealth to these homes. 
Those deserve no reward who do not contribute or who 
gain from exploitation of them. 


The windows of these homes must be bright with hope. 
Their doors must be open outward to initiative, enterprise, 
opportunity, unbounded by regimentation and _ socialism. 
Today there must be restoration of faith, the removal of 





fear and uncertainty that these ideals and these hopes will 
not be open to those who strive. 


To the young men and women it is vital that their 
opportunity in life shall be preserved; that the frontiers of 
initiative and enterprise shall not be closed; that their future 
shall not be burdened by unbearable debt for our follies; 
that their lives and opportunities shall not be circumscribed 
and limited; that they shall have the right to make their 
homes and careers and achieve their own position in the 
world. 


There are a host of problems to solve if we attain: these 
ideals; but again I repeat, that the first condition in their 
solution is orderly individual liberty and responsible con- 
stitutional government as opposed to un-American regimenta- 
tion and bureaucratic domination. 


Reciprocal Trade Agreements and the 
Recovery Program 


By ROBERT LINCOLN O’BRIEN 


Chairman, United States Tariff Commission, Washington, D. C., March 23, 1935 


leader among the trading nations. In Colonial days 

it was an exporter of fine wooden ships, of spars for 
the King’s navy, of tobacco, and ship stores. In the last 
century King Cotton, safe in his southern stronghold, shipped 
the fiber that filled the spindles of the world’s looms; the 
bread basket of the Mississippi Valley fed all Europe; and 
scores of cattle ships carried the cargoes that put beef on the 
tables of Europe. ‘The twentieth century saw a change. 
Still cotton, still wheat and pork and tobacco helped fill 
the ships that linked the resources of the United States with 
the markets of the world. But now newer products, from 
new industries, announced the rising industrial strength of 
the United States. Copper, petroleum, fruit, canned goods, 
automobiles, machinery and electrical equipment: these are 
the latter day goods with which America holds her own in 
world markets. Every American tourist wandering around 
foreign cities has felt a homely pleasure in the familiar names 
of familiar products in shop windows. 

In 1929 the nations of the world exchanged over $33 
billion worth of goods. Our share in that gigantic export 
trade was over 5 billion dollars—15 per cent of all interna- 
tional commerce. 


T HE UNITED STATES has for generations been a 


Five billion dollars is a lot of money—more than the 
President is requesting for the whole works relief program 
for the next year. Yet, being told that those five billion dol- 
lars in exports were not quite 10 per cent of the total pro- 
duction of the United States in 1929, some people have 
hastily concluded that the whole parcel of export trade is 
hardly worth the worry, and that in domestic concerns lie 
the beginning and the end of all our prosperity. To the 
Southerner, who knows that without cotton exports half the 
cotton acres of the South would lie fallow, refutation of that 





doctrine is needless. The raiser of hogs, the grower of 
oranges and apples, the canner of fruit, the tobacco planta- 
tionist, the oil driller, the automobile manufacturer—all 
these and many more need no reminder of the importance of 
foreign markets. 

By 1933 world exports were scarcely a third of their 
total in 1929. The United States had held its own—it still 
accounted for about 15 percent of that trade. But now in- 
stead of five billion dollars, the export trade contributed 
only $1,674,000,000 to the national trade and income. What 
that shrinkage has meant to the South, to California, to the 
Pacific Northwest, to Detroit and to all the other com- 
munities and regions whose prosperity is dependent in large 
measure upon a flourishing export trade, is evident to us all. 

A nation that has left few devices untried in the sad 
game of adding bricks to the top of tariff walls must not be 
surprised if the first result is strangled trade, and the second 
result is new millions on the relief rolls. 


No one has ever assumed that the present restriction of 
output is anything more than a desperate and temporary ex- 
pediency. No one has ever claimed that there is any solution 
for depression in a mass-production economy such as ours 
except mass-production at a profit to worker and employer. 
That means markets, markets at home and abroad, exten- 
sive and intensive. The recapture of old and the creation of 
new foreign markets is the goal of the trade agreements pro- 
gram, a goal whose achievement carries a promise of in- 
creased employment for every state in the union. 

The stalemate in world trade is not to be ended by 
good wishes or pious resolutions. It was created by the 
raising of trade barriers to insurmountable heights. It will 


be dissipated by skillful, patient negotiations to reduce some 
of those barriers to levels at which trade can be resumed. 
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No one country can do the job alone and unaided. But in 
the belief that a great country can show the way to the 
council table, the United States has determined to assume 
the leadership. 

Tariff-making as Americans have known it, is not a 
process which can be expected to increase foreign trade. Its 
aim has usually been to restrict imports; and if imports are 
restricted beyond a certain point foreigners, starved for the 
dollars with which to buy, drop out of American markets as 
buyers. Tariff making in the past has been a Congressionai 
job. It is not a job Congress has relished. A session in 
which tariff revision was taking place was always a Roman 
Holiday for lobbyists and petitioners. It was a time when 
every producer, every manufacturer, no matter how poor his 
claim, how high his costs, how wasteful his methods or how 
small his industry, begged, cajoled or demanded the added 
tariff which, he maintained, was necessary to keep his shop 
open. It mattered not if the process was ill-suited to 
American labor. It mattered not if the whole nation was 
heavily taxed for the sake of a neighborhood. It mattered 
not if the exclusion of the foreign product lost us better 
customers abroad than ever the protected industry could 
offer. Nor could an over-worked Congress be expected to 
give to tariff-making that broad guardianship of national 
as against regional and special interests which the country 
has a right to demand. A countless procession of special 
pleaders crowded the Committee on Ways and Means. 
Scarce a Congressman escaped pressure from some producer 
in his constituency. Every temptation existed for log-rolling. 
Once thrown into the House the bill inevitably received 
scores of amendments which could not, under the circum- 
stances, receive even the hurried consideration which the 
Committee had given the rates in the bill it proposed. In the 
Senate unlimited amendment still further hammered at the 
proposed rates. It is a matter of small wonder that the re- 
sulting tariff act, instead of giving reasonable protection yet 
preserving the main channels of foreign trade, represented 
all too often a complex schedule of ill-considered subsidies. 


The Reciprocal Tariff Act with the trade program it 
has made possible proposes a sounder method of tariff mak- 
ing. It substitutes the national welfare for special favors. 
It offers fair hearing to every interest but permits no single 
one to be guiding. It provides, in an atmosphere removed 
from the inescapable turmoil of the political arena, for a 
study, by commodity experts and economists, of every tariff 
rate in whose preservation or change there is a promise of 
general gain. 

The trade agreements program seeks an increase in the 
trade of the United States. But it recognizes that trade is 
a business of both buying and selling, and that if we do 
not buy we cannot sell. The program begins, then, with 
the proposal to negotiate a series of commercial trade agree- 

ents with friendly countries. With three countries: Cuba, 
Brazil and Belgium, agreements have already been con- 
cluded. With many others negotiations are in progress. It 
is altogether worth while for the American people to under- 
stand exactly how the American negotiators are equipped 
best to serve American interests at the council tables around 
which the terms of agreement are settled. This process has 
been called “Yankee Horsetrading.” But if in that phrase 


there is any hint of hasty bargaining, it is proof that the 
whole program is misunderstood. Follow through, from 
beginning to end, this new making of tariffs. 


It is decided to investigate the desirability of entering 
negotiations with, let us say, Belgium. The new interdepart- 
mental Trade Agreements Committee organizes a Belgium 
Committee, on which sit members of the Departments of 
State, Agriculture, Commerce, the Treasury, of the Tariff 
Commission, and of the office of the Special Adviser to the 
President on Foreign Trade. All the fact-finding resources 
of the Department of Commerce, Department of Agricul- 
ture, and of the Tariff Commission are put to work on an 
analysis of our exports to Belgium to determine which of 
our exports have been most important to American agricul- 
ture and industry in years past and which ones have been 
most grieviously handicapped by Belgian tariffs, embargoes, 
or exchange restrictions. _In the Tariff Commission, mean- 
while, our imports from Belgium are subjected to an equally 
close scrutiny. Many things must be determined. How large 
have imports been in relation to domestic production both 
in Belgium and in the United States? What is the margin 
of protection accorded the American industry? How much 
of this protection is actually needed? Is the American in- 
dustry strong, virile, successfully filling its place in American 
economy? For each American industry, a patient, accurate 
survey is made by experts who have, for many years, studied 
that particular industry. Equipped with these studies the 
interdepartmental committee is able to determine which rates 
might be reduced with the clearest margin of gain to Ameri- 
can industry, to American workers, and to American con- 
sumers, in return for reductions in Belgium duties on exports 
from the United States. 


Meanwhile it has been publicly announced that prepara- 
tions are in progress to begin negotiations with Belgium and 
that all interested persons are invited to present briefs and 
to appear at public hearings. Two groups now come for- 
ward to offer their oral and written testimony. One group 
consists of those producers of products of farm, forest and 
shop who, having lost foreign sales, petition the negotiators 
to obtain from Belgium the concessions by which they might 
be won back. The other is composed of all those producers 
and representatives of communities who fear that concessions 
to Belgium which may increase our imports will affect their 
interests adversely. It is the purpose of intelligent tariff 
making to reconcile these two points of view in the general 
interest. No important industry can be sacrificed for the 
sake of a few dollars worth of exparts. Nor, on the con- 
trary, can the predictions of doom of an industry fearing 
the threat of increased imports be allowed to block a trade 
agreement which promises a clear margin of National gain 
through a revivified export trade. There is as much room 
for intelligently selective reciprocity between the United 
States and, say, Canada, as between New York and Cali- 
fornia. There is as great a chance of gain to both regions 
in the one case as in the other. 

Out of this mass of orderly data the contributing 
agencies of government can now select two groups of items: 
one consisting of the concessions which, if granted by Bel- 
gium, promise the largest gain for American exports to that 
country; the other consisting of the concessions which the 
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United States can safely make on the rates of duty on those 
imports which are supplied chiefly by Belgium. 

There have been accusations that this is tariff-making 
by star-chamber proceedings behind closed doors. Much 
of it is carried on in private, to be sure. Economic analysis 
of the patient, of the time-consuming sort which has been 
described is not very amusing. It is not newsworthy. It is 
not done well in open committee under the watchful eye of 
the well-fed Lobbyist. Nor are negotiations with foreign 
powers successfully started or completed under free-for-all 
conditions. 

There are certain tests by which the American people 
must determine the validity of a tariff policy—the commer- 
cial policy—which their Government offers them. The 
American people must demand that the leaders of American 
policy be not swayed by political pressure; that they be not 
misled by the partial testimony of biased persons. They 
must be able to expect that no effort has been spared in the 
search for an accurate solution of the entire problem. They 
must be able to believe that the policy as it stands is a policy 
written in the interest of the whole people. The trade 
agreements program has that idea; it is being carried out in 
that spirit. 

Certain irresponsible interests in this country have per- 
sisted in portraying the reciprocal trade agreements program 
as a process in which a few light-hearted government of- 
ficials sit down with representatives of foreign governments 
and proceed to hand over American business to the foreigner, 
thus throwing American laborers out of work and destroy- 
ing American investments. These statements, these implli- 
cations, these innuendos, are flagrant untruths. I want to 
make it perfectly clear that the chief objective of the recipro- 
cal trade agreement program are to create employment, to 
protect the interests of American industry and agriculture, 




























to increase rather than decrease the worker’s wage and stand- 
ard of living. And you may rest assured that no proposed 
trade agreement ever reaches anywhere near adoption unless 
the best qualified experts of the Tariff Commission, the De- 
partment of Commerce, the Department of Agriculture, the 
Treasury, and the Department of State, after months of 
detailed study, are in substantial agreement that those objec- 
tives of greater employment and greater return for labor, 
industry, agriculture and commerce will be attained. 

But there is a larger and deeper reason for this attempt 
to liberalize the world’s trade than even the material advan- 
tages which may reasonably be expected to follow. This 
larger reason lies in the contribution of widening trade and 
widening human relations to a better understanding of one 
another among the peoples of the world. After all this is 
fundamental. I remember the morning nearly a half-century 
ago when our class was graduated from the Harvard Col- 
lege. We had been invited to breakfast at the home of the 
President, Charles William Eliot. The breakfast did not 
amount to much. That was not his long suit. But the 
words that he spoke to us have always seemed to me, as I 
have reflected on them in the years that followed, of the 
bread of the eternal life. He said that from that day forth 
our paths would fall in countless directions. We would be 
in different political parties and in different religious bodies 
and of different vocations, interests, even hobbies; but in 
one thing we could remain united and that was in our pur- 
pose to belong to the liberal and progressive elements of 
each and all of these groups in which we found ourselves 
and through them and in them to exert our influence for 
a better world order, a better understanding of the nations 
to one another, and so strive for the ultimate triumph of 
those ideals which we believed basic to liberality and pro- 
gress. My belief is that the trade bargaining plan upon 
which the Administration is now at work, is in line with 
this great and inspiring mandate. 


In Commerce We Are One Country 


By GEN. HUGH S. JOHNSON, Former Director of the National Recovery Administration 
Radio Address Before the Rhode Island Bar Association Banquet, March 7, 1935 


of my own profession and in my thanks promise not to 

drag into this peaceful place any dead cats, ants in 
pants, or other tribal totems of recent turmoil—although I 
can’t forego the observation that Huey seems to have appro- 
priated my ants to scatter about in Senate seats. He says, 
with great elegance of diction, that they keep one scratching. 
It recalls the Duke of Argyll who, according to an old Irish 
forbear of mine, erected “Scratching Posts’ all over Erin— 
with no other compensation than that, as each man rubbed 
the small of his back against one, he should cry, “God bless 
the Duke of Argyll.” That occurred during a plague of 
lice and, from all accounts, we may yet yearn for a new 
Duke of Argyll in our own day and generation. 
There has passed from the ranks of supreme leadership 


I WARMLY appreciate being thus honored by members 


in our common calling one of the greatest figures of our 
time, and it is with a sense of grief, poignant and personal, 
that I speak at all. I do not mean that I was honored by 
his acquaintance; I only say that, from my first days in law 
school, I was so taken by the logic, the learning, and the 
sparkling language of his genius, that I read it all for pure 
pleasure and learned some of it by heart. It has become 
a principal part of my thinking and will live with me as long 
as I do. But, after all, is this a time for grief? If ever the 
wheel was spun full cycle on the rounded life of a very great 
man in wholly selfless public service—this was the time. It 
is finished—peacefully and completely—every honor gained 
and given, every duty done, every work performed. There 
was nothing more to add to the quiet glory of its perfection. 
The attainment of perfection is surely no ground for grief. 
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It is fitting that they are taking him to Arlington, wrapped 
in his country’s flag and carried on a caisson with his spurred 
boots turned backward upon a shrouded horse—the noblest 
tribute to an American who has served his country in both 
peace and war—a soldier grievously wounded in battle, and 
one of the greatest jurists of our times. 


There has been much ado in the public prints about re- 
cent opinions in the Federal Courts on the validity of the 
great social and economic experiment of NRA. I wish that 
no part of its fate had come up in the Weir case which was 
weak in many technical points. But the able opinion of the 
District Judge is a thing of value because it squarely and 
completely puts one side of the issue which both this coun- 
try and its Highest Court must now resolve. To my mind, 
upon that resolution depends much in the economic and po- 
litical future of the United States, and I hope that it may 
be promptly brought to a decision, one way or another, to 
point our pathway clear in this crisis. 


I do not presume to criticize the Wilmington pronounce- 
ment—not only because I think it was in large part com- 
pelled by the majority language in the controlling precedents 
—but also because it would be most unseemly for me to 
do so. But I think it proper to urge a different point of 
view. 

Without trying to interpret the philosophy of the Court, 
I think it says that manufacture within a State—regard- 
less of the destination of its product—is not such commerce 
as the Constitution told the Congress to regulate, or, at all 
events, to regulate in respect of the working conditions of 
labor. The child labor cases and several others seem suffh- 
ciently to support this point of view. And I may here 
anticipate myself sufficiently to say that, if Federal Child 
Labor Legislation were again brought forward in the pres- 
ent temper of the court, I very much doubt that it would be 
held to require a Constitutional Amendment. 

As we all know, certain Justices have been extremely 
reluctant to project political regulation of any kind into 


economic fields at least in the common callings and that, 


while utilities may be clothed with such a public interest 
as requires regulation, other enterprises were found by some 
ponderous British Justice many decades ago to be immune, 
and that the business of the butcher, the baker and candle- 
stick-maker are, by an organic law, as changeless as the 
suns, to remain forever free as air. 


Ever since the vast industrial control found necessary 
during the World War to national existence (which in- 
cluded butchers, bakers, and everybody else) cases have been 
arising in this field and have been generally determined ad- 
versely to regulation by a divided court. 


These cases all rest principally on implications of the 
Fifth and the Fourteenth Amendments about Liberty of 
Contract and Due Process of Law—which might mean any- 
thing—rather than on any specific definition in the Consti- 
tution. I think also that the dissertations about the common 
callings base pretty heavily on an adventure in dicta, in the 
Wolff case, decided thirteen years ago. I fear that that, in 
turn, ran even further back—as far back as the economics of 
Medieval England for its philosophy. 

Let me quote briefly. “It has never been supposed since 
the adoption of the Constitution that the business of the 





butcher or the baker, or the tailor, the woodchopper, the min- 
ing operator, or the miner was clothed with such a public 
interest that the price of his product or his wages could 
be fixed by State regulation.” And I quote this frankly for 
contrast with more recent language. 


I think that (in the careful and very necessary flexibil- 
ity which so distinguishes our Highest Court) that our law 
is on the verge of reflecting. more faithfully the problems of 
the present. It is my judgment that the law is abreast of 
our times and that the philosophy of the great dissenting 
opinion in the Oklahoma Ice Case, or the controlling opinion 
in Nebbia vs. New York, is likely to be the legal logic of our 
future. 


I may be wrong, but may I quote in contrast to the 
old Sutherland opinions, based always on what fell from 
Justice Taft in the Wolff Case, (as I think inadvertently) 
only a few sentences from the Nebbia opinion. 


“It is clear that there is no closed class or category of 
business affected with a public interest, and the function of 
courts in the application of the Fifth and Fourteenth Amend- 
ments is to determine, in each case, whether circumstances 
vindicate the challenge regulation as a reasonable exertion of 
governmental authority or condemn it as arbitrary or dis- 
criminatory. The phrase ‘affected with a public interest’ 
can, in the nature of things mean no more than that an in- 
dustry, for adequate reason, is subject to control for the 
public good. There can be no doubt that, upon proper occa- 
sion, and by appropriate measures, the State may regulate 
a business in any of its aspects including the prices to be 
charged for the products or commodities it sells.” Plainly, 
in the ordinary intendment of English language, Mr. Justice 
Roberts, with the concurrence of the majority of the court, 
here goes all the way. With great deference and, for rea- 
sons presently to be stated, I think it is so clearly right that 
it marks a milestone in our progress. 


Of course, there are two distinct questions here—first, 
whether there shall be any regulation at all, and, second, in 
whatever field there is to be regulation, whether the Congress 
or the States shall do it. Obviously no man knoweth the 
mind of the king, but it seems quite clear to me—from the 
two cases and the language I have cited that—pressed in the 
clutch of the overwhelming necessity demonstrated beyond 
doubt by the two worst crises in human history—the World 
War and the Great Depression—there is going to be a field 
of regulation, ever widening in the painstaking process of 
judicial inclusion and exclusion, and that no such artificial 
and more or less dogmatic distinction as that of the “common 
callings” is going to mark its limitation. 


As a matter of fact we are sweeping like an avalanche 
toward a condition of economic complexity in which there 
are no more bakers or butchers or candlestick-makers, in 
the old sense, but only vast National Biscuit Companies, Na- 
tional Dairy Companies, Armour and Swift, or General 
Electric and Westinghouse Companies. I think the Supreme 
Court has seen this clearly and that if anybody thinks that 
these great autocrats of the national breakfast table ought 
to be freed from any aspect of governmental attention merely 
because the old-time butcher, baker, or candlestick-maker was 
not dangerous enough to the public helplessness to need 
watching—well, he is just living in a medieval dream and 
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probably thinks that Baby Face Floyd, Bonnie Parker, and 
John Dillinger are Friar Tuck, Maid Marian, and Robin 
Hood. 


Altruistic banditry is a thing of the romantic past and 
we can be well assured that corporations have no souls. I 
am no trust-buster, but I veritably believe that our public 
will not consent to take its soup out of any one dipper with- 
out having a direct say in the matter, and that there is no 
possible workout of this vast and inevitable coalescense of 
business in which the public shall not have a part. Senator 
Borah said, the other day, that I had recorded myself as 
wishing the destruction of the Little Man. I like that grand 
old Roman, and I even differ with him about attacks on my- 
self with trepidation. I would rather incur the displeasure 
of my two recent critics than the biting sarcasm of Senator 
Borah, but I wish he would cut out these feats of interpre- 
tation. The President has saved more Little Men under 
NRA than Senators Borah and Nye ever preached about. 
But we must recognize an economic tendency when we see 
it; we must deal with conditions as they are and not try 
to go back and live in the traditions of a Boranic youth. 


On the second question—that of the relative regulatory 
fields of the States and of the United States—I have had 
the rare privilege to see the whole of American industry pass 
in review in columns of platoons. If there is one lesson 
burned into my brain by that most unusual experience it is 
that, in our modern economic life, there is no more crazy 
concept than that State lines are controlling boundaries of 
American industrial activity. Economic areas are either 
regional or national, but they are certainly not the right 
line marks that bound our States. 


I could stand here and cite you instances by the score, 
but a very few will more than suffice. Our petroleum de- 
posits are certainly a national asset for either peace or war. 
Indeed, among Great Powers, control of this vital commod- 
ity is a subject of world economic strategy backed both by 
money and the force of arms. Yet our government’s effort to 
conserve this resource within its own boundaries is prac- 
tically balked by the fact that the State of Texas is the 
great producer and the fiction that the Federal power does 
not cross the boundaries of that great State. 


Ruin, in the bituminous coal industry, by an economic 
war of State on State has been barely averted by the uncer- 
tain convention of its national code and yet, if old doctrines 
of Federal impotency prevail, there will be no salvation there. 
Degraded wage and working conditions in one State, in any 
industry, can and do spread like a greasy stain across po- 
litical boundaries to pull down prices, wages, and employ- 
ment in another. We must not bury our noses so deeply 
in books of law and precedent that we cannot see and hear 
the great thunderous sweep of time and economics, which 
already has proved to nearly all men who have eyes to see 
and ears to hear that, in commerce, we are one single coun- 
try and not 48 water-tight political compartments. 


“In commerce we are one country!” It is not necessary 
for me to recall to this learned company that those words 
were not uttered yesterday by some doughty deacon of the 
New Dispensation. They were spoken over a century ago 
by the man—of all men—who made our Constitution speak 






—John Marshall of Virginia, the great Chief Justice of 
our Court’s beginnings. In his day, manufacture was still 
largely a local affair, as Joseph Hergeshimer, our most pain- 
staking historical novelist, has so accurately made clear. It 
was truly still a matter of butchers and bakers and candle- 
stick-makers. Communication was too slow, transport too 
ineffectual, and organization too primitive to present the 
spectacle of a modern industrialized nation, whose market 
is one great national shop window, and which is served by 
the mass production of a Henry Ford turning out complete 
automobiles, (for example) far faster than a cobbler in Mar- 
shall’s days could make one single pair of his sturdy boots. 
Yet with prophetic vision he foresaw what both the depres- 
sion and the war so fully proved—‘“in commerce we are one 
country.” 


It is a curious blindness now to say of products made 
in a great factory—perhaps capacious enough to supply half 
the needs of an entire country—that the process of making 
them is a matter of indifference to the government of the 
whole people or beyond the reach of their control by law, 
merely because it happens to occur within the confines of a 
single State. 


Why—in a world walled off from fruitful intercourse 
by honeycomb cells of tariffs, trade-quotas, intense and 
jingoistic nationalism, and every other obstacle that imagina- 
tion can invent or force impose—the phenomenon of 125,- 
000,000 people trading in relative freedom without one cus- 
tomhouse or ring of steel turrets, battleships, or barrier forts 
is just about the single sign of intelligent faith in a hopeless 
world that has a right to revel in despair. 


“In commerce, we are one country!” Perhaps that 
phrase was reminiscent in John Marshall’s mind of the fact 
that the very Constitution itself was the outgrowth of an 





VITAL SPEECHES 
— OF THE DAY — 


FORTNIGHTLY magazine, printing in 
in full, the important addresses of the 
leaders of public opinion in America. The 
best thought of the best minds. A publication 
of the highest value to all interested in public 
affairs and public speaking. A treasure-house 
for the student, the teacher, the lawyer and the 
business man. Impartial, constructive and 
authentic. 













































448 


Vital Speeches of the Day 


[Vol. I, No. 14 





attempted trade compact to beat down economic barriers be- 
tween the States of Maryland and Virginia. 


I opposed the League of Nations for a reason that has 
always seemed to me so simple and so conclusive that I have 
ever wondered why it never got a hearing. If ever there 
was a laboratory of method for Tennyson’s beautiful thought 
of a Federation of the World, it was conducted right here 
between the Ocean, the Alleghaneys, and the Gulf. We 
created and earnestly tried a League of Nations in our 
Articles of Confederation, and bitterly we learned its weak- 
ness. We proved for the present and for all posterity that, 
without these three requisites, no League is worth the parch- 
ment on which it is written—first, the predominant power of 
self-supporting taxation; second, the power to keep troops 
and ships of war and to interdict that privilege to constituent 
States; and third, and above all, the power to regulate and 
control interstate commerce. 


Because of an omission to recognize that principle, the 
Confederation failed and the League never even started. I 
think we have a right to say to the world—without too much 
uppityness—“First, make your own Federations on the only 
possible formula—of Europe—of South America—perhaps 
of Asia—and then let’s see what we can do in getting four 
Federations together, instead of threescore frightened and 
fretful nations.” But we ought to know, better than any- 
body, that without delegation of the three powers I have 
mentioned there is no human possibility of a successful 
composite State. In the meanwhile (it probably is a long, 
long time) there is nothing for us to do but to keep our 
powder dry. 


With great constructive statemanship, our Supreme 
Court has made it clear that while the Federal Government 
has left (and should leave) to the States local governance 
of commerce whenever possible, yet that whenever Wash- 
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ington so much as speaks in this area of its own proper con- 
trol the power of the States over commerce vanishes. 


It is my belief that, within its proper field, there is and 
there should be practically no limit to this Federal power 
over commerce of all kinds. Nobody believes more devoutly 
than do I in the principle of local self-government with only 
so much delegation to Washington as is absolutely necessary 
for the national purpose and necessity. Nobody is more 
certain that, in a country as broad as ours, one rule on most 
matters will not pleasantly apply to communities so diverse 
in conviction, belief, and habit of life as Maine and Cali- 
fornia, the Lake States, the Pacific Coast, and the Atlantic 
Seaboard. 


But the business of commerce is a different matter. In 
my opinion it begins at the beginning and it continues to the 
end. It begins when things are being prepared for distribu- 
tion to our 125,000,000 people and continues until they have 
been consumed. We can no more let sweatshop products 
from the Connecticut Valley degrade the conditions of gar- 
ment workers in New York than we can let Russian ply- 
wood, made by political convicts of Soviet tyranny working 
fourteen hours a day for nothing at all, run our wood- 
workers out on the streets or reduce their compensation to 
the equivalent of transportation costs from the frozen islands 
of the Arctic Seas to the port of New York. We cannot 
let the low wages of negro labor in the grey-iron foundries 
of the Birmingham district displace livable labor conditions 
in the Michigan cast-iron stove industry, and we cannot per- 
mit adroit manufacturers to compete for the country’s mar- 
kets by moving their plants to places where human labor 
can be exploited without great capital cost. 


This is a deadly serious matter—the past delay of our 
courts in recognizing economic realities and this constant 
harking back to the legal philosophy of Tudor, or Stuart, 
England. 


But I think that our day of doubt and indecision is 
about over. In all the excursions and alarms of this bub- 
bling forth of demagogy and delusion—as in many another 
national crisis—I think that the rock of our deliverance is the 
Supreme Court of the United States. We can understand 
its perplexed division on the almost insoluble gold cases, but 
we can take comfort in the unbroken unanimity of nine jus- 
tices in these cases in a whole world of shattered promises 
that repudiation has no place in the American system. As 
rarely before in our history, we can agree with Madison that 
supremacy of our Constitution without supremacy in both its 
exposition and its execution “would be as much a mockery 
as a scabbard put into the hands of a soldier without a sword 
in it.” 

As far as I am concerned, I shall hear the opinion of 
the Court on all that has been done in NRA with neither 
the gloating about a “Daniel come to judgment,” with which 
some contestants greeted the Weir case below, or very much 
grieving in the contrary event, but with comfortable assur- 
ance in my own mind that whatever that Court in its judicial 
calm, amidst this turmoil, hands down in this matter will 
be the safest guide this country can have—but, oh, how I 
would like to argue the NRA side of that particular con- 


troversy. 
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